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SECTION A 
SUMMARY OF RECOMMENDATIONS 
H A S K I N S & S E L L S 
H A S K I N S & S E L L S 
C E R T I F I E D P U B L I C A C C O U N T A N T S 
E X E C U T I V E O F F I C E 
1114 A V E N U E O F T H E A M E R I C A S 
N E W Y O R K , N E W Y O R K 1 0 0 3 6 
May 30, 197 5 
The Honorable James E. Smith, 
Comptroller of the Currency, 
The A d m i n i s t r a t o r of N a t i o n a l Banks, 
Washington, D. C. 20219. 
Dear Mr. Smith: 
In May 1974 we were engaged t o conduct a study of the 
O f f i c e of the Comptroller of the Currency (the "OCC"). P a r t i c i -
p a t i n g w i t h us i n t h i s study i n an a d v i s o r y c a p a c i t y were repre-
s e n t a t i v e s of the f i r m of C a r t e r H. Golembe A s s o c i a t e s , Inc., 
Dr. Jack M. Guttentag, and Dr. Samuel R. Sapienza. 
We have made a study of a l l the f u n c t i o n s and r e l a t e d 
a c t i v i t i e s of the OCC. In the s e c t i o n s of t h i s r e p o r t t h a t f o l l o w 
we (a) comment on the present OCC p o l i c i e s , p r a c t i c e s , and proce-
dures, (b) evaluate the extent t o which they achieve the s t a t e d 
o b j e c t i v e s of the OCC, and (c) submit recommendations f o r m o d i f i c a -
t i o n or extension of the OCC's present a c t i v i t i e s i n order t o enable 
i t t o achieve i t s o b j e c t i v e s more e f f e c t i v e l y and more e f f i c i e n t l y . 
Although we are recommending major changes i n the b a s i c 
o r g a n i z a t i o n of the OCC and i n the manner i n which i t operates, i t 
should be recognized t h a t the OCC has h i s t o r i c a l l y achieved i t s b a s i c 
o b j e c t i v e of m a i n t a i n i n g a sound banking system f o r the convenience 
of the p u b l i c . In our e x t e n s i v e contacts w i t h the Washington and 
r e g i o n a l personnel of the OCC, we have gained the d i s t i n c t impression 
t h a t they are knowledgable, c o n s c i e n t i o u s , and dedicated i n d i v i d u a l s 
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committed to d i s c h a r g i n g t h e i r r e s p o n s i b i l i t i e s e f f e c t i v e l y . The 
banking i n d u s t r y a p p a r e n t l y shares t h i s view. I n response to a 
N a t i o n a l Bank Questionnaire sent t o the c h i e f executive o f f i c e r s o f 
a l l n a t i o n a l banks, more than 90% o f the responding bankers i n d i c a t e d 
t h a t the OCC was responsive to t h e i r needs. 
Some of our recommendations, i f adopted, may i n c r e a s e or 
r e d i r e c t the work-load o f the OCC. P a r t i a l l y o f f s e t t i n g any 
inc r e a s e d burdens, however, w i l l be (a) e f f i c i e n c i e s i n operations 
r e s u l t i n g from an improved OCC o r g a n i z a t i o n a l s t r u c t u r e , (b) a more 
l o g i c a l assignment of d u t i e s and r e s p o n s i b i l i t i e s w i t h i n the OCC ( i n 
both the Washington and r e g i o n a l o f f i c e s ) , r e s u l t i n g i n , among other 
b e n e f i t s , e l i m i n a t i o n of unnecessary d u p l i c a t i o n o f e f f o r t p r e s e n t l y 
e x i s t i n g , and (c) a r e d i r e c t i o n o f and, t o a c e r t a i n degree, a cur-
t a i l m e n t i n the present extent o f examination e f f o r t , r e s u l t i n g i n 
examination economies and a r e d u c t i o n i n the present d i s r u p t i o n o f 
the normal a c t i v i t i e s of the n a t i o n a l banks (other than "problem 
banks"). But, more than compensating f o r any i n c r e a s e i n e f f o r t , 
adoption of our recommendations should markedly i n c r e a s e the OCC's 
e f f e c t i v e n e s s i n a c h i e v i n g i t s fundamental o b j e c t i v e of ma i n t a i n i n g 
a sound n a t i o n a l banking system f o r the convenience of the p u b l i c . 
We summarize below our p r i n c i p a l recommendations which are 
presented i n more d e t a i l i n the s e c t i o n s of t h i s r e p o r t t h a t f o l l o w : 
1. The OCC should inaugurate a program designed t o 
monitor the operations of banks under i t s super-
v i s i o n i n order t o a n t i c i p a t e circumstances which 
could a d v e r s e l y a f f e c t the soundness or l i q u i d i t y 
o f any i n d i v i d u a l bank or the banking system 
g e n e r a l l y ; 
2. I n order to achieve t h i s o b j e c t i v e the OCC must r e q u i r e 
n a t i o n a l banks to r e p o r t s e l e c t e d f i n a n c i a l data on a 
more current b a s i s than i s now r e q u i r e d , and such data 
must be compiled i n accordance w i t h uniform p r i n c i p l e s 
o f accounting and r e p o r t i n g ; 
A-2 
3. The examination f u n c t i o n should be modified so that (a) 
gre a t e r emphasis i s placed on a n a l y s i s and i n t e r p r e -
t a t i o n of f i n a n c i a l data and l e s s on d e t a i l e d v e r i -
f i c a t i o n , (b) examination techniques are a p p l i e d on 
a more s e l e c t i v e b a s i s , c o r r e l a t e d t o the l i k e l i h o o d 
of banks having problems r e l a t i n g t o t h e i r soundness, 
and (c) more r e l i a n c e I s placed on the system of 
I n t e r n a l c o n t r o l and the work of the i n t e r n a l and 
e x t e r n a l a u d i t o r s ; 
4. In the discharge of i t s corporate r e g u l a t o r y f u n c t i o n s 
the OCC should e s t a b l i s h and p u b l i s h the c r i t e r i a by 
which I t w i l l assess the a c t i v i t i e s of the banks 
subject to i t s j u r i s d i c t i o n , and should delegate 
g r e a t e r a u t h o r i t y to the r e g i o n a l a d m i n i s t r a t o r s i n 
performing these f u n c t i o n s ; and 
5. The i n t e r n a l o r g a n i z a t i o n a l s t r u c t u r e of the OCC 
should be redesigned on a f u n c t i o n a l l y - o r i e n t e d 
b a s i s w i t h l e v e l s of a u t h o r i t y and r e s p o n s i b i l i t y 
c l e a r l y d e f i n e d . 
These general recommendations are desc r i b e d i n gr e a t e r 
d e t a i l i n the separate s e c t i o n s of t h i s r e p o r t . I n summary we a 
recommending the f o l l o w i n g : 
1. S u r v e i l l a n c e system 
a. The OCC should adopt a s u r v e i l l a n c e system along 
the l i n e s of the proposed N a t i o n a l Bank Sur-
v e i l l a n c e System ("NBSS") described h e r e i n -
a f t e r . The b a s i c elements of the system 
would be (a) a d a t a - c o l l e c t i o n system, (b) a 
computer-based monitoring system to detect 
unusual or s i g n i f i c a n t l y changed circumstances 
w i t h i n a bank or w i t h i n the n a t i o n a l banking 
system, (c) an e v a l u a t i o n by experienced per-
sonnel of the impact of such changes on the 
bank or the system, and (d) review procedures 
to c o n t r o l remedial a c t i o n s . Some of the 
p r i n c i p a l f e a t u r e s o f the system would be (a) 
the use of key i n d i c a t o r s (both f i n a n c i a l and 
n o n - f i n a n c i a l ) to a l e r t the OCC to p o s s i b l e 
adverse c o n d i t i o n s or trends, (b) computer-
produced, a c t i o n - o r i e n t e d r e p o r t s , (c) the 
use of s p e c i a l i s t s to i n t e r p r e t the s i g n i f i -
cance of k e y - i n d i c a t o r d a t a and other r e l e v a n t 
data, and (d) the conduct of l i m i t e d f i e l d 
examinations employing targeted examination 
procedures. 
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b. I n any i n s t a n c e where a general or a NBSS-related 
examination i n d i c a t e s t h a t the soundness of a 
bank i s , or may be, threatened, an examiner should 
be assigned t o monitor the progress (and approve 
proposed remedial a c t i o n s ) on a current b a s i s . 
In the case of the l a r g e r banks the examiner 
should be a s e l e c t e d s e n i o r examiner assigned on 
a f u l l - t i m e b a s i s u n t i l the circumstances which 
caused the problem have been remedied. In the 
case o f s m a l l e r banks the assignment of the 
examiner c o u l d be on a l e s s than f u l l - t i m e b a s i s . 
2. Reporting by n a t i o n a l banks 
a. A l l f i n a n c i a l r e p o r t s of n a t i o n a l banks should be 
prepared i n conformity w i t h a uniform set of 
accounting and r e p o r t i n g p r i n c i p l e s . 
b. The c a l l r e p o r t of c o n d i t i o n should be f i l e d as 
of each calendar quarter-end and should be 
modified on a l i m i t e d b a s i s t o c o n t a i n a d d i -
t i o n a l i n f o r m a t i o n . 
c. The r e p o r t o f income now r e q u i r e d t o be submitted 
a n n u a l l y should be r e q u i r e d q u a r t e r l y (at l e a s t 
i n i t i a l l y from the l a r g e r n a t i o n a l banks) and 
should be r e v i s e d i n c e r t a i n r e spects t o provide 
the OCC w i t h data needed f o r meaningful analyses. 
d. Annual r e p o r t s t o shareholders of n a t i o n a l banks 
(whether or not subject t o the S e c u r i t i e s 
Exchange Act of 1934) should meet c e r t a i n m i n i -
mum r e p o r t i n g and d i s c l o s u r e standards. 
e. N a t i o n a l banks should be r e q u i r e d t o report 
meaningful q u a r t e r l y operating r e s u l t s t o 
t h e i r shareholders. 
f. The OCC should extend the Annual Report on Form F-2 
and Current Report on Form F-3 f i l i n g r e q u i r e -
ments t o a l l n a t i o n a l banks. 
g. The OCC should d i s c o n t i n u e r e p o r t s now r e q u i r e d 
where the same i n f o r m a t i o n w i l l be r o u t i n e l y 
f u r n i s h e d i n the above r e p o r t s or a v a i l a b l e 
from other sources. 
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3. Examination procedures 
a. There should be a g r e a t e r c o r r e l a t i o n between the 
scope o f the examinations and the examiners' 
e v a l u a t i o n of the systems of i n t e r n a l c o n t r o l 
( i n c l u d i n g the a u d i t s conducted by i n t e r n a l 
a u d i t o r s and independent accountants) and g r e a t e r 
use should be made of s t a t i s t i c a l sampling 
techniques. 
b. Various m o d i f i c a t i o n s o f present procedures should 
be made t o provide more e f f e c t i v e examination 
s u p e r v i s i o n and d i r e c t i o n and t o develop and 
u t i l i z e more s p e c i a l i z e d knowledge. 
c. Procedures should be r e v i s e d which would permit the 
approach used i n examining l a r g e , more s o p h i s t i -
cated banks t o d i f f e r from t h a t used i n examining 
s m a l l , l e s s complex banks. 
d. Work programs should be designed and modified t o 
c o n t a i n more o b j e c t i v e c r i t e r i a and g u i d e l i n e s 
f o r e v a l u a t i n g bank management, revi e w i n g 
l i q u i d i t y and c a p i t a l adequacy, and other areas 
of examination i n t e r e s t . 
e. The present examination r e p o r t s should be r e s t r u c -
t u r e d and t h e i r content modified i n order t o 
communicate examination r e s u l t s more e f f e c t i v e l y 
t o the OCC and t o bank d i r e c t o r s and management. 
f. EDP examination procedures should be improved i n 
a number o f r e s p e c t s , p a r t i c u l a r l y i n the a t t e n -
t i o n g i v e n t o the e v a l u a t i o n o f the c o n t r o l s 
e x i s t i n g i n the banks, and g r e a t e r use should be 
made o f EDP equipment i n conducting examinations. 
g. A f f i l i a t e s o f n a t i o n a l banks should be examined 
where t h e i r a c t i v i t i e s c ould a f f e c t the sound-
ness of the banks. 
h. The scope o f an examination should be t a i l o r e d t o 
meet the s p e c i f i c needs of the OCC w i t h regard 
t o the p a r t i c u l a r bank being examined. 
i . Examination working papers should (a) c o n t a i n docu-
mentation of the examination procedures performed 
and support the i n f o r m a t i o n and conclusions i n the 
rep o r t o f examination and (b) be reviewed by s e n i o r 
examination personnel. 
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j . Examiners should v e r i f y , t o the extent a p p r o p r i a t e , 
data p r e v i o u s l y f u r n i s h e d t o the OCC and used i n 
the NBSS. 
k. In connection w i t h i t s monitoring of " n a t i o n a l 
c r e d i t s " , the OCC should o b t a i n i n f o r m a t i o n on 
an i n t e r i m b a s i s and not merely when examining 
the l e a d bank or a major p a r t i c i p a t i n g n a t i o n a l 
bank. I n a d d i t i o n , i n the case of n a t i o n a l 
c r e d i t s c l a s s i f i e d as "Doubtful", the OCC should 
p r e s c r i b e the appropriate percentage of lo a n 
l o s s r e s erve. 
1. C o n s i d e r a t i o n should be given t o the employment of 
l o c a l independent accountants t o examine f o r e i g n 
branches or s u b s i d i a r i e s of n a t i o n a l banks i n 
l o c a t i o n s where e i t h e r the OCC i s precluded from 
making examinations or where i t i s not p r a c t i c a b l e 
f o r i t t o do so. 
m. When the soundness of a bank has been endangered by 
the a c t i o n s of an o f f i c e r or d i r e c t o r , the OCC 
should e x e r c i s e i t s l e g a l r i g h t s t o r e q u i r e prompt 
remedial a c t i o n . 
4 . C r i t e r i a by which banks w i l l be regulated. 
a. The OCC should adopt a formal statement of general 
p o l i c y r e l a t i n g t o the discharge of i t s r e g u l a t o r y 
a u t h o r i t y , e s p e c i a l l y as i t r e l a t e s t o the cor-
porate f u n c t i o n s , which would be g e n e r a l l y 
p u b l i c i z e d . 
b. The statement of general p o l i c y should be supple-
mented by p u b l i s h e d w r i t t e n g u i d e l i n e s t o 
f a c i l i t a t e the e x e r c i s e of the r e q u i r e d judg-
ments by the OCC, t o assure t o the extent 
p r a c t i c a b l e t h a t the a c t i o n s of the s t a f f of the 
OCC are c o n s i s t e n t w i t h these p o l i c i e s , and t o 
provide guidance t o n a t i o n a l banks, prospective 
a p p l i c a n t s , and p r o t e s t a n t s . Adoption of t h i s 
recommendation would a l s o a l l o w g r e a t e r decen-
t r a l i z a t i o n of d e c i s i o n a u t h o r i t y . 
c. A p p l i c a t i o n i n f o r m a t i o n requirements should be 
s i m p l i f i e d and the a p p l i c a t i o n forms should be 
r e s t r u c t u r e d t o f a c i l i t a t e t h e i r p r o c e s s i n g 
w i t h i n the OCC. Trained corporate s p e c i a l i s t s 
should be l o c a t e d i n the r e g i o n a l o f f i c e s w i t h 
r e s p o n s i b i l i t y f o r a c c e p t i n g , p r o c e s s i n g , 
v e r i f y i n g , and reviewing a p p l i c a t i o n s . 
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d. The Comptroller should r e t a i n f i n a l decision-making 
a u t h o r i t y f o r new c h a r t e r s , mergers, conversions, 
and establishment of f o r e i g n branches, w i t h f i n a l 
decision-making a u t h o r i t y f o r a l l other corporate 
a p p l i c a t i o n s (those r e l a t i n g t o branches, changes 
i n c a p i t a l s t r u c t u r e , changes i n banking o f f i c e 
l o c a t i o n s , changes i n bank names, a c q u i s i t i o n of 
t r u s t powers, and a c q u i s i t i o n and formation of 
most s u b s i d i a r i e s ) being delegated t o the r e g i o n a l 
a d m i n i s t r a t o r s . 
e. The OCC should r e q u i r e banks t o o b t a i n i t s p r i o r 
approval before engaging i n c e r t a i n a c t i v i t i e s , 
now permitted without p r i o r approval, which 
c a r r y a s i g n i f i c a n t exposure t o r i s k . 
f. The OCC should consider p e r i o d i c a l l y i s s u i n g a 
b u l l e t i n f o r use by OCC personnel, bankers, and 
the p u b l i c . The b u l l e t i n should i n c l u d e i n f o r -
mation r e l a t i n g t o changes i n the r u l e s and 
r e g u l a t i o n s of the OCC a f f e c t i n g corporate a c t i v -
i t i e s , l e g i s l a t i v e matters which co u l d a f f e c t 
n a t i o n a l banks, and changes i n the r u l e s and 
r e g u l a t i o n s of other r e g u l a t o r y agencies that 
a f f e c t f i n a n c i a l i n s t i t u t i o n s . The b u l l e t i n 
should be supplemented on a r e g i o n a l b a s i s with 
i n f o r m a t i o n r e g a r d i n g a p p l i c a t i o n s f i l e d and 
a c t i o n s taken. 
g. A standard p r a c t i c e manual should be developed 
s e t t i n g f o r t h procedures f o r processing corporate 
a p p l i c a t i o n s . 
I n t e r n a l o r g a n i z a t i o n 
a. The present o r g a n i z a t i o n a l s t r u c t u r e should be 
redesigned on a f u n c t i o n a l l y - o r i e n t e d b a s i s , 
w i t h l i n e s of a u t h o r i t y and r e s p o n s i b i l i t y 
c l e a r l y d e f i n e d and with e f f e c t i v e l i n e s of 
communication provided. The key f e a t u r e s of 
the recommended p l a n of o r g a n i z a t i o n are: 
a. The i d e n t i f i c a t i o n o f a s e n i o r p o l i c y making 
group c o n s i s t i n g of the Comptroller and 
s e n i o r e x e c u t i v e - l e v e l personnel. 
b. The d e s i g n a t i o n of r e g i o n a l a d m i n i s t r a t o r s 




c. The i d e n t i f i c a t i o n of f u n c t i o n a l l y - o r i e n t e d 
o p e r a t i n g and s e r v i c e u n i t s i n the 
Washington o f f i c e . 
d. The establishment of f u n c t i o n a l l y - o r i e n t e d 
t e c h n i c a l o p e r a t i n g u n i t s w i t h i n the 
r e g i o n a l o f f i c e s . 
b. A formal p l a n n i n g process should be adopted t o 
enable the Comptroller and h i s policy-making 
group t o p l a n , c o o r d i n a t e , manage, and c o n t r o l 
p o l i c y d e c i s i o n s e f f e c t i v e l y t o meet the 
current and f u t u r e demands on bank s u p e r v i s i o n 
and r e g u l a t i o n . 
c. I n the area of human resources there should be 
e s t a b l i s h e d : 
a. A comprehensive manpower pl a n n i n g program. 
b. A n a t i o n a l l y coordinated recruitment 
program. 
c. An e f f e c t i v e career development program. 
d. An e f f e c t i v e c o n t i n u i n g education program. 
e. A new s a l a r y - a d m i n i s t r a t i o n program. 
d. A formal operations review program should be 
adopted which comprehends the f o l l o w i n g : 
a. E v a l u a t i o n , on a c o n t i n u i n g b a s i s , of a l l 
aspects of the OCC's r e g u l a t o r y and 
su p e r v i s o r y a c t i v i t i e s . 
b. I n i t i a t i o n of recommendations f o r s t u d i e s 
when a c t u a l or a n t i c i p a t e d changes i n 
the banking i n d u s t r y i n d i c a t e the 
p o s s i b l e need f o r r e v i s i o n s i n OCC 
p o l i c i e s , p r a c t i c e s , or procedures. 
e The development of a computer-based system f o r 
the c o l l e c t i o n , p r o c e s s i n g , and use of 
i n f o r m a t i o n a s s o c i a t e d w i t h (a) the OCC's 
su p e r v i s o r y and r e g u l a t o r y f u n c t i o n s and (b) 
i t s a d m i n i s t r a t i v e and f i s c a l a c t i v i t i e s . 
During our I n i t i a l survey we recommended the formation of 
an OCC Task Force on Revised Examination Procedures and a Comp-
t r o l l e r ' s P o l i c y Committee f o r Management Information Systems. The 
Task Force was formed to a s s i s t i n the c o n s i d e r a t i o n of recommended 
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changes i n examination procedures and i n the writing of revised 
examination programs. The Committee was formed to commence 
improvements i n the dissemination of v i t a l and timely information to 
various operating departments of the OCC. Rather than delay 
improvement in these areas u n t i l our overall recommendations could 
be developed, the OCC commenced implementation of revised systems and 
procedures, which we have reassessed i n the light of our updated 
recommendations. 
Some of the recommendations summarized above have been 
adopted and are i n process of being implemented. To the extent that 
other recommendations included i n this report are accepted, i t i s 
expected that implementation, including formulation of any necessary 
legislative recommendations, can be commenced i n the very near 
future. It i s probable that additional recommendations for improve-
ment w i l l be developed during the implementation phase of the study. 
Yours truly, 
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THE OFFICE OF THE COMPTROLLER OF THE CURRENCY 
SECTION B 
INTRODUCTION 
H A S K I N S & S E L L S 
APPROACH TO THE STUDY 
Our study of the OCC i n i t i a l l y comprehended a survey of i t s 
present p r a c t i c e s and procedures. I n t h i s connection, we conducted 
i n t e r v i e w s w i t h personnel a t v a r i o u s l e v e l s of the o r g a n i z a t i o n i n the 
Washington and r e g i o n a l o f f i c e s of the OCC and f a m i l i a r i z e d our-
selves w i t h the t e c h n i c a l and a d m i n i s t r a t i v e p r a c t i c e s being followed. 
We reviewed operating p r a c t i c e s r e l a t i n g t o examination and s u r v e i l -
lance of s i t u a t i o n s r e q u i r i n g remedial a c t i o n s ; a p p l i c a t i o n s f o r 
new c h a r t e r s , branches, mergers and other bank s t r u c t u r e and or g a n i z a -
t i o n a c t i v i t i e s ; a d m i n i s t r a t i v e s e r v i c e s , such as those r e l a t i n g t o 
personnel, data p r o c e s s i n g , and i n f o r m a t i o n requirements; S e c u r i t i e s 
Acts a c t i v i t i e s ; and the law and economic a d v i s o r y a c t i v i t i e s . Our 
in t e r v i e w s were supplemented by the use o f a qu e s t i o n n a i r e d i s t r i b u t e d 
to a l l bank examiners r e q u e s t i n g t h e i r views on such matters as 
examination procedures, corporate a c t i v i t i e s r e l a t i n g t o branching, 
merging, e t c . , and personnel a d m i n i s t r a t i o n . 
We d i s t r i b u t e d a q u e s t i o n n a i r e t o the c h i e f executive o f f i -
cers o f a l l n a t i o n a l banks r e q u e s t i n g t h e i r views on such matters as 
the f u t u r e o f the banking i n d u s t r y , the i n t e r a c t i o n o f the OCC and 
the i n d u s t r y , the p o s s i b l e f u t u r e d i r e c t i o n o f r e g u l a t i o n and super-
v i s i o n , and the responsiveness of the OCC t o problems of the i n d u s t r y . 
Our a d v i s o r s i n t h i s study prepared f o r our use a s t a t e -
ment d e a l i n g w i t h "The o b j e c t i v e s and philosophy of bank r e g u l a t i o n " 
which appears on pages B-2 t o B-19 he r e i n . 
We a l s o considered m a t e r i a l which d e a l t w i t h such i s s u e s as 
the i n t e r a c t i o n o f bank r e g u l a t i o n and the soundness o f n a t i o n a l banks, 
the accounting and r e p o r t i n g p r a c t i c e s o f n a t i o n a l banks, the r e q u i r e -
ments o f the v a r i o u s r e g u l a t o r y a u t h o r i t i e s as they r e l a t e t o such 
p r a c t i c e s , and other matters which r e l a t e to current and pr o s p e c t i v e 
p u b l i c p o l i c y i s s u e s r e l e v a n t t o the OCC. 
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THE OBJECTIVES AND PHILOSOPHY OF BANK REGULATION 
I. Summary of P u b l i c P o l i c y Objectives 
To assess the p o l i c i e s , procedures and performance 
of a r e g u l a t o r y agency r e q u i r e s i d e n t i f i c a t i o n of the b a s i c 
o b j e c t i v e s of the r e g u l a t o r y process. 
A survey of U. S. banking h i s t o r y r e v e a l s a number of 
such o b j e c t i v e s : 
1. t o prevent undue c o n c e n t r a t i o n of economic power 
and promote competition i n banking markets; 
2. t o moderate banking i n s t a b i l i t y and p r o t e c t 
the p u b l i c against the worst consequences 
of i n s t a b i l i t y ; 
3. t o encourage and promote a high l e v e l of 
o p e r a t i n g e f f i c i e n c y and innovativeness i n 
banking; 
4. t o meet the needs of the p u b l i c f o r conveniently 
a v a i l a b l e banking f a c i l i t i e s and s e r v i c e s ; 
5. t o encourage and promote a high l e v e l of 
e f f i c i e n c y and e q u i t y i n the a l l o c a t i o n of 
c r e d i t t o v a r i o u s s e c t o r s of the economy; 
6. t o promote an e q u i t a b l e d i s t r i b u t i o n of 
costs and b e n e f i t s as among the management, 
sto c k h o l d e r s , c r e d i t o r s and customers of 
commercial banks. 
The above o b j e c t i v e s are q u i t e general and are 
common to a l l banking agencies, although the weighting system 
used by d i f f e r e n t agencies may d i f f e r . The OCC, i n a d d i t i o n , 
has the a d d i t i o n a l o b j e c t i v e : 
7. t o provide a system of F e d e r a l l y chartered 
banks subject t o F e d e r a l laws and r e g u l a t i o n . 
This may be viewed as a h i s t o r i c a l l y deter-
mined o b j e c t i v e r e q u i r e d f o r r e a l i z a t i o n 
of the other o b j e c t i v e s . 
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I t is c l e a r t h a t some of these o b j e c t i v e s overlap 
and r e i n f o r c e each other, w h i l e others c o n f l i c t . For example, 
competition may l e a d t o a h i g h l e v e l o f o p e r a t i n g e f f i c i e n c y 
and i n n o v a t i o n ( r e i n f o r c e m e n t ) , but i t can a l s o l e a d to unsound 
banking p r a c t i c e s ( c o n f l i c t ) . "Where b a s i c o b j e c t i v e s are i n 
c o n f l i c t , the appropriate t h r u s t of p u b l i c p o l i c y i s toward 
f i n d i n g the best p o s s i b l e compromise or " t r a d e o f f " . The best 
t r a d e o f f i s l i k e l y t o change over time as one or another objec-
t i v e gains or recedes i n r e l a t i v e importance, e i t h e r as a 
r e s u l t of changing economic c o n d i t i o n s or o f changing community 
values. The Congress of the United States i s of course the 
u l t i m a t e a r b i t e r of the community values t h a t must u n d e r l i e 
the t r a d e o f f d e c i s i o n s made by the F e d e r a l agencies under any 
given set o f economic c o n d i t i o n s . 
None of the p u b l i c p o l i c y o b j e c t i v e s l i s t e d above i s 
e n t i r e l y w i t h i n the c o n t r o l of the OCC. "While the OCC i s the 
primary s u p e r v i s o r of n a t i o n a l banks, important powers a f f e c t -
i n g n a t i o n a l banks r e s i d e i n other F e d e r a l agencies. Eco-
nomic p o l i c i e s and events beyond the i n f l u e n c e of the OCC a l s o 
i n f l u e n c e the extent t o which these o b j e c t i v e s can be r e a l i z e d . 
I I . H i s t o r i c a l E v o l u t i o n of O b j e c t i v e s 
A. N a t i o n a l Bank Act 
The N a t i o n a l Bank A c t 1 had two major purposes. The 
f i r s t , which was s t a t e d e x p l i c i t l y i n the preamble of the Act, 
was"...to provide a n a t i o n a l currency, secured by a pledge of 
United States bonds, and t o provide f o r the c i r c u l a t i o n and. 
redemption thereof". This purpose i s now of h i s t o r i c a l i n t e r e s t 
1 The Act of February 25, 1863 which e s t a b l i s h e d the O f f i c e 
of the Comptroller of the Currency was designated as the 
" N a t i o n a l Currency Act". A new A c t , adopted on June 3, 
1864, s u b s t a n t i a l l y r e v i s e d the 1863 l e g i s l a t i o n and 
was termed the " N a t i o n a l Bank A c t " 
B-3 
only, s i n c e the Federal Government has long s i n c e devised other 
more e f f e c t i v e ways o f p r o v i d i n g a safe n a t i o n a l currency.2 
This now d i s c a r d e d f u n c t i o n has l e f t as i t s legacy o n l y the 
misleading t i t l e , " O f f i c e of the Comptroller of the Currency", 
f o r the agency th a t r e g u l a t e s n a t i o n a l banks. 
The second broad purpose o f the N a t i o n a l Bank A c t , 
which has c o n t i n u i n g relevance and u n d e r l i e s much of the work 
of the OCC to t h i s day, was to e s t a b l i s h a Federal system o f 
f r e e banking. I m p l i c i t i n t h i s purpose were three of the 
major p u b l i c p o l i c y o b j e c t i v e s r e f e r r e d to i n S e c t i o n I : pre-
v e n t i o n of undue c o n c e n t r a t i o n of economic power, p r o t e c t i o n 
a g a i n s t banking i n s t a b i l i t y , and c r e a t i n g a system o f 
F e d e r a l l y c hartered and r e g u l a t e d banks. 
1. Free Banking 
The f r e e banking aspect of the N a t i o n a l Bank Act 
was not a novel or i n n o v a t i v e concept. Rather, i t was 
modeled a f t e r f r e e banking s t a t u t e s that had developed i n 
most of the s t a t e s , e s p e c i a l l y i n New York State. I n h i s 
The Molding of American Banking, R e d l i c h notes th a t the Act of 
1863 "can be e a s i l y understood when seen as the adoption of 
Free Banking on a n a t i o n a l s c a l e " . He observes t h a t "to be 
s i r e d , the fundamental ideas of New York Free Banking had t o 
wed w i t h another current of thought which can be t r a c e d through-
out the n i n e t e e n t h century; namely tha t the n a t i o n a l govern-
ment i n l i e u o f the i n d i v i d u a l s t a t e s should assume c o n t r o l of 
banking currency".3 Some background on the development of 
s t a t e f r e e banking s t a t u t e s may be h e l p f u l i n understanding 
the b a s i c o b j e c t i v e s of these s t a t u t e s . 
2 
The l a s t of the bonds e l i g i b l e t o "back" n a t i o n a l notes were 
r e t i r e d by the Treasury i n 1935, so t h a t n a t i o n a l banks are 
no longer v e h i c l e s through which a n a t i o n a l currency i s 
provided. 
3 
F r i t z R e d l i c h , The Molding of American Banking, (Hafner 
P u b l i s h i n g Company, New York, 1951), V o l . I I , page 99. B-4 
A major concern during the e a r l y decades of the 
nineteenth century was the economic power a s s o c i a t e d w i t h owner-
s h i p or c o n t r o l of commercial banks. Demand f o r c a p i t a l i n 
the r a p i d l y growing n a t i o n was seemingly i n s a t i a b l e , while 
o b t a i n i n g a bank c h a r t e r u s u a l l y r e q u i r e d s p e c i a l a c t i o n by a 
s t a t e l e g i s l a t u r e . As a r e s u l t , bank c h a r t e r s had s u b s t a n t i a l 
" s c a r c i t y v a l u e " , and those who acquired them obtained impor-
tant power to a l l o c a t e c r e d i t and t o d i r e c t wealth accumulation. 
Hence, bank c h a r t e r s were a v i d l y sought, and t h e i r bestowal 
became deeply immersed i n p o l i t i c s . I n most s t a t e s , the grant 
of bank c h a r t e r s depended on the p o l i t i c a l i n f l u e n c e or economic 
power of a p p l i c a n t s . 
On the n a t i o n a l l e v e l the economic power and p r i v i l e g e 
a s s o c i a t e d w i t h bank c h a r t e r s was a major i s s u e i n the b i t t e r 
d ispute that broke out during the 1830's over renewing the 
Federal c h a r t e r of the Second Bank of the United S t a t e s . 
While many strands of p o l i t i c a l and economic thought were 
caught up i n the "bank war", the i s s u e of economic p r i v i l e g e 
was a major theme i n the Jacksonian case against r e c h a r t e r i n g 
the Second Bank. 
"Many of our r i c h men have not been content w i t h 
equal p r o t e c t i o n and equal b e n e f i t s , but have besought 
us t o make them r i c h e r by act of Congress. By attempt-
i n g t o g r a t i f y t h e i r d e s i r e s we have... arrayed 
s e c t i o n against s e c t i o n , i n t e r e s t against i n t e r e s t , and 
man against man i n a f e a r f u l commotion which threatens 
t o shake the foundations of our Union...we can at l e a s t 
take a stand against a l l new grants o f monopolies and 
e x c l u s i v e p r i v i l e g e s , against any p r o s t i t u t i o n of the 
few at the expense o f the many..4" 
"Veto Message of Andrew Jackson on B i l l t o Renew Charter of 
Bank of United S t a t e s " , F e d e r a l Banking Laws and Reports, 
1790-1912, U.S. Senate Committee on Banking and Currency, 
1963, p. 228. For a harsh a n a l y s i s of Jackson's veto 
message see Bray Hammond, Banks and P o l i t i c s i n America 
( P r i n c e t o n : P r i n c e t o n U n i v e r s i t y Press, 1957). 
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In the wake of President Jackson's v i c t o r y over the 
Second Bank some s t a t e s attempted to avoid the problem o f 
economic power a s s o c i a t e d w i t h the g r a n t i n g of bank c h a r t e r s 
by p r o h i b i t i n g banks a l t o g e t h e r . But the major r e a c t i o n was 
i n the opposite d i r e c t i o n , toward opening up the p r i v i l e g e 
r a t h e r than s h u t t i n g i t down. 
The f i r s t f r e e banking act was adopted by New York 
State i n 1838 (although a Michigan Act, taken from a p r e l i m i n a r y 
v e r s i o n of New York law, was enacted i n 1837). According t o 
Robertson, w i t h i n twenty years "roughly h a l f the s t a t e s had. 
f r e e banking laws modeled on that of New York." 5 Under 
these s t a t u t e s , banking was no longer t o be the province of a 
s e l e c t e d few, but was t o be opened up t o any group of persons 
w i l l i n g t o put up s p e c i f i e d amounts of c a p i t a l and agreeing 
to subject themselves t o s t a t u t o r y l i m i t a t i o n s on t h e i r opera-
t i o n s . Thus, approximately a h a l f century before the n a t i o n 
became concerned over I n d u s t r i a l combinations and enacted the 
f i r s t a n t i - t r u s t law, a fundamental d e c i s i o n had been made t o 
prevent concentrations o f banking power, by p r o v i d i n g f o r 
v i r t u a l l y f r e e e ntry i n t o the business. 
A second major concern during the e a r l y decades of 
the nineteenth century i n v o l v e d bank s t a b i l i t y . Since the 
p r i n c i p a l o b l i g a t i o n s of commercial banks at the time were 
c i r c u l a t i n g notes r a t h e r than d e p o s i t s , the l i n k between bank 
soundness and s t a b i l i t y o f the money supply was obvious even 
to the l e a s t s o p h i s t i c a t e d observer. The f a i l u r e o f a bank 
Ross M. Robertson, The Comptroller and Bank S u p e r v i s i o n , 
(Washington: O f f i c e of the Comptroller of the Currency, 
1968), p. 23. 
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meant the immediate d e s t r u c t i o n of a p o r t i o n (and sometimes 
a l l ) of a community's currency. Even f a l s e rumors about 
the solvency of a bank could q u i c k l y cause i t s notes t o be 
accepted o n l y at a d i s c o u n t , thereby imposing a burdensome 
tax on the community. 
From the beginning, there "were two i d e n t i f i a b l e 
elements i n the p u b l i c ' s concern w i t h the problem of bank 
s t a b i l i t y One was the impact of bank f a i l u r e on 
i n d i v i d u a l bank c r e d i t o r s , p a r t i c u l a r l y noteholders, who were 
viewed as persons of modest means, unable t o p r o t e c t them-
se l v e s . An e s s e n t i a l element o f every f r e e banking law was 
the requirement that a bank's note i s s u e be secured by 
s p e c i f i c c o l l a t e r a l , u s u a l l y s t a t e bonds. ( P r o t e c t i o n was 
not accorded d e p o s i t o r s who, at the time, were t y p i c a l l y 
persons w i t h s u b s t a n t i a l means, presumably able t o take care 
of themselves.) 
A second aspect o f the soundness problem was the 
adverse impact of bank f a i l u r e on the general economic 
w e l l - b e i n g of the community. This c o u l d be avoided o n l y by 
preventing f a i l u r e s . Hence, an e s s e n t i a l element of f r e e 
banking s t a t u t e s was p r o v i s i o n f o r bank r e g u l a t i o n and super-
v i s i o n . I n c o n t r a s t , r e g u l a t i o n had. not been considered of 
great importance when banking was r e s t r i c t e d to a r e l a t i v e l y 
s mall number of i n s t i t u t i o n s . 
The general presumption u n d e r l y i n g bank r e g u l a t i o n , 
however, was that behavior was t o be constrained o n l y t o the 
extent necessary t o meet the requirements of sound banking, so 
tha t the r e g u l a t o r y power d i d not s e r i o u s l y i n t e r f e r e w i t h 
i n d i v i d u a l i n i t i a t i v e . This presumption was indeed an 
i n t e g r a l p art of the f r e e banking creed, since extensive 
involvement i n bank management by government r e g u l a t o r y agencies 
would concentrate extensive power i n these agencies and defeat 
a major o b j e c t i v e of f r e e banking. 
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Thus, the s t a t e f r e e banking laws sought t o marry the 
Jacksonian crusuade against " p r i v i l e g e " w i t h the important 
o b j e c t i v e o f p r o t e c t i n g the p u b l i c against banking i n s t a b i l i t y . 
They d i d t h i s by combining f r e e e n t r y i n t o banking w i t h s t a t e 
r e g u l a t i o n and. s p e c i a l l e g a l safeguards to p r o t e c t note-holders 
against bank i n s o l v e n c y . Treasury S e c r e t a r y Salmon P. Chase, 
who when Governor of Ohio had become thoroughly f a m i l i a r w i t h 
Ohio's f r e e banking s t a t u t e (which c l o s e l y resembled the New 
York s t a t u t e ) , had o n l y t o add h i s i n t e r e s t i n a sound n a t i o n a l 
currency i n order t o make the o b j e c t i v e s of f r e e banking a 
Fed e r a l matter. 
2. A Fed e r a l System of Banking 
The N a t i o n a l Bank Act in c o r p o r a t e d the b a s i c objec-
t i v e s o f f r e e banking, w h i l e c r e a t i n g a system of F e d e r a l l y 
c h a r t e r e d and r e g u l a t e d banks. While many of the advocates 
o f n a t i o n a l banking i n the e a r l y 1860's b e l i e v e d t h a t the newly 
ch a r t e r e d F e d e r a l i n s t i t u t i o n s would, and indeed should, 
r e p l a c e s t a t e c h a r t e r e d banks, t h i s d i d not happen. 6 For 
over a century, t h e r e f o r e , there have been two systems of 
banking i n the United States — n a t i o n a l and s t a t e — w i t h no 
i n d i c a t i o n that Congress intends e i t h e r system t o supplant the 
other. But i t i s e q u a l l y c l e a r t h a t the Congress intends — 
and has always intended — t h a t there s h a l l be F e d e r a l govern-
ment presence i n banking. Or put another way, the Congressional 
purpose i s that there s h a l l be a strong and v i a b l e Federal 
system o f banking. 
6 
P a r t l y i n an e f f o r t t o encourage banks t o convert t o n a t i o n a l 
c h a r t e r s , and. p a r t l y i n an e f f o r t to b r i n g the s t a t e bank-
i n g system t o an end, a p r o h i b i t i v e tax was levied, i n 1865. 
on the c i r c u l a t i n g notes i s s u e d by s t a t e chartered banks. 
And i n f a c t the number of such banks d e c l i n e d markedly f o r 
s e v e r a l years, u n t i l i t became evident that a banking b u s i -
ness c o u l d be conducted as w e l l though deposit banking as 
by the issuance o f c i r c u l a t i n g notes. 
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The N a t i o n a l Bank Act created the OCC as the sole 
commercial bank c h a r t e r i n g agency f o r the F e d e r a l Government 
and the p r i n c i p a l s u p e r v i s o r and r e g u l a t o r of the banks i t 
c h a r t e r s , which i t remains t o t h i s day. Aside from the now 
obsolete c u r r e n c y - i s s u i n g f u n c t i o n , the b a s i c o b j e c t i v e s of the 
OCC are l a r g e l y the same as those inherent i n the N a t i o n a l Bank 
Act: the d i s p e r s a l of economic power i n banking, the mainte-
nance of bank s t a b i l i t y , and a strong F e d e r a l banking system. 
The method of Implementing these o b j e c t i v e s as w e l l as the 
r e l a t i v e weights attached t o them have changed, however, par-
t i c u l a r l y i n the p e r i o d since the 1930's, w h i l e some new 
o b j e c t i v e s have g r a d u a l l y emerged. 
B. P u b l i c P o l i c y O b jectives Since the 1930's 
1. S h i f t i n g Emphasis Between Bank Soundness  
and Competition 
During the great depression of the 1930's, a major 
s h i f t i n emphasis occurred as between the major o b j e c t i v e s of 
the N a t i o n a l Bank Act - the d i s p e r s a l of economic power and the 
maintenance of bank s t a b i l i t y . With banks f a i l i n g by the 
thousands, many of the remedial measures taken by the Federal 
Government t o shore up the banking system were e x p l i c i t l y or 
i m p l i c i t l y a n t i t h e t i c a l t o banking co m p e t i t i o n . Bank e n t r y 
became subject t o much gr e a t e r d i s c r e t i o n by r e g u l a t o r y agen-
c i e s than b e f o r e , although bank e n t r y remained f r e e r in the 
United S t a t e s than i n most other c o u n t r i e s of the world. Com-
p e t i t i o n was a l s o dampened by c o n t r o l s on d e p o s i t i n t e r e s t 
r a t e s , by c u r t a i l m e n t of the range of a c t i v i t i e s i n which banks 
could engage, and by the i n t r o d u c t i o n of F e d e r a l deposit i n s u r -
ance which created a new F e d e r a l agency whose major o b j e c t i v e 
was bank soundness. 7 The g e n e r a l r e g u l a t o r y atmosphere a l s o 
became h e a v i l y charged w i t h a t t i t u d e s of c a u t i o n and 
conservatism. 
7 On the other hand, deposit insurance probably has had f a v o r -
able long-run e f f e c t s on bank e n t r y , since i t made i t pos-
s i b l e f o r a newly-chartered bank t o o f f e r as much s a f e t y t o 
s m a l l d e p o s i t o r s as a l a r g e e s t a b l i s h e d bank. 
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In the l a t e 1950's, i t began to appear t o many, 
i n c l u d i n g academicians, r e g u l a t o r s , and l e g i s l a t o r s , t h a t the 
depression-induced s h i f t i n emphasis from competition t o 
soundness had gone too f a r , and the pendulum began t o s h i f t 
back. The OCC played a major r o l e i n the s h i f t by encour-
aging a p p l i c a t i o n s f o r new c h a r t e r s and by extending the 
range of a c t i v i t i e s i n which n a t i o n a l banks could p a r t i c i p a t e . 
F e d e r a l l e g i s l a t i o n i n 1960 and 1966 made competition a major 
c r i t e r i o n t o be considered by the r e g u l a t o r y agencies i n 
a s s e s s i n g a p p l i c a t i o n s f o r bank mergers, formation of h o l d i n g 
companies, and a c q u i s i t i o n s by h o l d i n g companies. I n 1970, 
the P r e s i d e n t ' s Commission on F i n a n c i a l S t r u c t u r e and Regula-
t i o n recommended scrapping a wide range of e x i s t i n g r e s t r i c -
t i o n s on commercial banks and other f i n a n c i a l i n s t i t u t i o n s 
t h a t were viewed as a n t i - c o m p e t i t i v e or a n t i - i n n o v a t i v e i n 
t h e i r e f f e c t s . 
Yet t h i s swing of the pendulum may a l r e a d y have 
reached i t s z e n i t h . The bank soundness o b j e c t i v e has 
reemerged as a primary r e g u l a t o r y concern over the l a s t few 
years. The general f i n a n c i a l environment has become i n c r e a s -
i n g l y r i s k y t o f i n a n c i a l i n s t i t u t i o n s as market i n t e r e s t r a t e s 
and r a t e r e l a t i o n s h i p s have become i n c r e a s i n g l y v o l a t i l e while 
borrower c r e d i t s i n some se c t o r s ( e s p e c i a l l y r e a l e s t a t e ) have 
d e t e r i o r a t e d . In t h i s environment l a r g e banks p r a c t i c i n g l i a b i l 
i t y management, w i t h h i s t o r i c a l l y - l o w c a p i t a l r a t i o s , have shown 
themselves t o be v u l n e r a b l e . At the same time the i n c r e a s i n g 
competitiveness of f i n a n c i a l markets and the p o t e n t i a l widening 
of geographical market areas a s s o c i a t e d w i t h the new branching 
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technology has caused concern about the f u t u r e v i a b i l i t y of 
small banks which have h i s t o r i c a l l y operated i n more or l e s s 
protected markets. While i t i s much too e a r l y t o assess the 
f u l l i m p l i c a t i o n s of these developments f o r p u b l i c p o l i c y , 
they are bound to be considerable and some of the recommenda-
t i o n s i n t h i s report are e x p l i c i t l y d i r e c t e d to them. 
2. Emergence of New Objectives 
Bank "performance" emerged as a p u b l i c p o l i c y 
o b j e c t i v e i n the 1930's, r e f l e c t i n g i n good part the r e l a t i v e 
deemphasis of competition. P r e v i o u s l y , performance o b j e c t i v e s 
were more or l e s s subsumed under the competition o b j e c t i v e . 
The u n d e r l y i n g presumption was that a system of f r e e competi-
t i o n would a u t o m a t i c a l l y generate a h i g h l e v e l o f performance, 
thus making a separate performance o b j e c t i v e redundant. 
In e x e r c i s i n g d i s c r e t i o n over bank e n t r y ( i n c l u d i n g 
branching as w e l l as new c h a r t e r s ) r e g u l a t o r s came to consider 
the "convenience and needs" of the community f o r a d d i t i o n a l 
f a c i l i t i e s , whether e x i s t i n g banks were meeting these needs 
adequately, and, i f not, whether a p p l i c a n t s were l i k e l y t o do 
so. 
P u b l i c p o l i c y a l s o came t o recognize p o s s i b l e t r a d e -
o f f s that might e x i s t between the o b j e c t i v e s of competition 
and bank performance. Amendments i n 1966 t o both the Bank 
Merger Act and the Bank Holding Company Act s t i p u l a t e d that 
a c q u i s i t i o n s or mergers should not be approved i f the e f f e c t 
would be " s u b s t a n t i a l l y t o l e s s e n competition" unless "the 
a n t i - c o m p e t i t i v e e f f e c t s o f the proposed t r a n s a c t i o n are 
completely outweighed i n the p u b l i c I n t e r e s t by the probable 
e f f e c t of the t r a n s a c t i o n i n meeting the convenience and needs 
of the community t o be served." In implementation, the 
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"convenience and needs" o f the community has been i n t e r p r e t e d 
b r o a d l y by the banking agencies, i n c l u d i n g the OCC, t o i n c l u d e 
the p r o v i s i o n o f a d d i t i o n a l f a c i l i t i e s , p r o v i s i o n o f new or 
b e t t e r q u a l i t y s e r v i c e s , and the r e a l i z a t i o n o f op e r a t i n g 
economies through c o n s o l i d a t i o n or expansion. 
In recent years new bank performance o b j e c t i v e s 
have emerged i n the p u b l i c arena, some of which are q u i t e 
troublesome t o the r e g u l a t o r y agencies. One c o n t r o v e r s i a l 
o b j e c t i v e i s to have commercial banks a l l o c a t e c r e d i t i n l i n e 
w i t h p r e v a i l i n g s o c i a l p r i o r i t i e s . An u n d e r l y i n g presumption 
of such proposals i s that c r e d i t a l l o c a t i o n i s not n e c e s s a r i l y 
improved by i n c r e a s i n g the e f f i c i e n c y o f p r i v a t e markets, 
i . e . , even p e r f e c t competition does not lea d t o the type of 
a l l o c a t i o n t h a t some view as d e s i r a b l e on s o c i a l grounds. 
In a d d i t i o n t o questions regarding the mer i t s o f such d e f i n i -
t i o n s o f p u b l i c i n t e r e s t , these proposals are troublesome t o 
the OCC (and e v i d e n t l y t o other Fe d e r a l agencies) because 
implementation could r e q u i r e much he a v i e r involvement by the 
agencies i n bank management d e c i s i o n s than has h i s t o r i c a l l y 
been the case. 
A c l o s e l y r e l a t e d and many-sided performance objec-
t i v e is t o promote an e q u i t a b l e d i s t r i b u t i o n of costs and. 
b e n e f i t s as between bank management, st o c k h o l d e r s , c r e d i t o r s , 
and other bank customers. I l l u s t r a t i v e of the many f a c e t s 
of t h i s o b j e c t i v e i s the " t r u t h i n l e n d i n g " l e g i s l a t i o n which 
the OCC has r e s p o n s i b i l i t y f o r e n f o r c i n g among n a t i o n a l banks. 
Knocking on the door w i t h requests f o r a redress of a l l e g e d 
i n e q u i t i e s are uninsured c r e d i t o r s who say they do not have 
adequate i n f o r m a t i o n t o assess the soundness of bank o b l i g a -
t i o n s . Some c r i t i c i s m i s a l s o d i r e c t e d toward bank t r u s t 
departments f o r a l l e g e d c o n f l i c t s o f i n t e r e s t and other abuses 
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of the t r u s t f u n c t i o n . While some such claims must be given 
l e g i s l a t i v e r e c o g n i t i o n before they can become o b j e c t i v e s of 
the OCC, e x i s t i n g powers of the agency are s u f f i c i e n t l y 
broad i n most areas t o respond t o m e r i t o r i o u s claims f o r 
e q u i t a b l e treatment, provided t h a t implementation would not 
be i n c o n s i s t e n t w i t h the agency's u n d e r l y i n g philosophy of 
r e g u l a t i o n . 
I I I . Philosophy of R e g u l a t i o n 
R e g u l a t i o n i n v o l v e s i n f l u e n c i n g bank behavior. 
The o b j e c t i v e s of r e g u l a t i o n discussed above l a r g e l y determine 
those aspects of bank behavior that must be i n f l u e n c e d . A 
philosophy of r e g u l a t i o n c o n s i s t s of a set of b e l i e f s r e garding 
the p r e f e r r e d means by which i n f l u e n c e i s e x e r c i s e d . The 
philosophy expressed below i s c o n s i s t e n t w i t h the major t h r u s t 
of OCC p o l i c y during i t s h i s t o r y , and i t i s the philosophy 
which helped shape the recommendations of t h i s r e p o r t . I n t e r -
views w i t h OCC personnel at a l l l e v e l s during the w r i t i n g of 
t h i s r e p o r t suggest that the philosophy i s w i d e l y i f not 
u n i v e r s a l l y held i n the OCC today. 
One b a s i c element o f the OCC's philosophy i s t h a t any 
a c t i o n taken t o i n f l u e n c e bank behavior have a solidly-grounded 
i n f o r m a t i o n base. A c e n t r a l f u n c t i o n of the r e g u l a t o r y 
process i s the c o l l e c t i o n and d i s s e m i n a t i o n of i n f o r m a t i o n 
r e l e v a n t t o the r e g u l a t o r y agency's o b j e c t i v e s . Since the 
environment i n which banks operate changes over time (seemingly 
at an e v e r - i n c r e a s i n g r a t e ) and since the o b j e c t i v e s of the 
OCC a l s o s h i f t , the i n f o r m a t i o n - c o l l e c t i o n f u n c t i o n must 
be i n h e r e n t l y f l e x i b l e and responsive t o changing needs. 
Much of t h i s study i s d i r e c t e d toward ways of i n c r e a s i n g the 
f l e x i b i l i t y and responsiveness of the OCC's i n f o r m a t i o n -
c o l l e c t i o n f u n c t i o n . 
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Broadly, the i n f o r m a t i o n compiled by the OCC can be 
used to i n f l u e n c e i n d i v i d u a l bank behavior i n two ways: 
through d i r e c t contact w i t h i n d i v i d u a l banks, and i n d i r e c t l y , 
by improving the flow of i n f o r m a t i o n and the e f f i c i e n c y of 
markets i n which banks operate. In the second case, OCC 
uses the p r i v a t e market as a r e g u l a t o r y t o o l . 
A. D i r e c t Influence on Banks 
To the extent that r e g u l a t o r y c o n t r o l needs be 
e x e r c i s e d by d i r e c t i n f l u e n c e , we b e l i e v e that heavy emphasis 
should be placed on the educative and a d v i s o r y aspects of OCC-
bank r e l a t i o n s h i p s . This i n v o l v e s a process of cooperative 
i n t e r a c t i o n i n which the OCC accepts the u n d e r l y i n g premise 
that I t s own views are not n e c e s s a r i l y or always c o r r e c t . 
The use of formal d i r e c t i v e s supported by p u n i t i v e measures 
t o enforce compliance correspondingly should be minimized. 
This general preference f o r cooperative i n t e r a c t i o n should 
not of course deter the OCC from t a k i n g whatever prompt 
and vigorous a c t i o n i s needed i n the o c c a s i o n a l case of 
b l a t a n t d i s r e g a r d f o r the r u l e s of prudent banking t h a t poses 
an imminent t h r e a t to a bank's solvency. Proposals f o r 
improving the OCC's c a p a c i t y f o r d e a l i n g w i t h such s i t u a t i o n s 
are r e f e r r e d to below. 
B. The Market as a Regulatory Tool 
The f i n a n c i a l markets i n which banks operate a l s o 
c o n s t r a i n bank behavior, although the e f f i c i e n c y of such 
c o n s t r a i n t s depends on the extent t o which the markets are 
competitive and informed. 
The OCC has a h i s t o r i c a l l y - c o n d i t i o n e d preference 
f o r u s i n g competitive f i n a n c i a l markets as a c o n t r o l mechanism, 
as opposed t o d i r e c t contact. The major reason i s t h a t 
competition i s synonymous w i t h the d i s p e r s a l of economic 
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power, which has been an o b j e c t i v e o f p u b l i c p o l i c y towards 
banking s i n c e e a r l y i n the nineteenth century. Competitive 
f i n a n c i a l markets are thus a major o b j e c t i v e of r e g u l a t o r y 
p o l i c y , as w e l l as a r e g u l a t o r y t o o l f o r a c h i e v i n g other 
o b j e c t i v e s . 
In implementing i t s corporate f u n c t i o n s , t h e r e f o r e , 
e s p e c i a l l y those i n v o l v i n g new c h a r t e r s and de_ novo branching, 
the OCC should accept a general presumption that new entry i s 
d e s i r a b l e because i t u s u a l l y i n c r e a s e s competition, and that 
the burden of proof i s on the case f o r r e s t r i c t i n g e n t r y . 
While completely u n r e s t r i c t e d e n t r y would lead t o an exces-
s i v e number of bank f a i l u r e s and i s not i n the p u b l i c i n t e r e s t , 
OCC should take the view that e n t r y i s d e s i r a b l e unless there 
are compelling adverse f a c t o r s . 
In a s i m i l i a r v e i n , the OCC should accept the presump-
t i o n that p r o v i s i o n to the p u b l i c of i n f o r m a t i o n on i n d i v i d u a l 
banks i s i n the p u b l i c i n t e r e s t because the a v a i l a b i l i t y of 
r e l i a b l e and r e l e v a n t i n f o r m a t i o n g e n e r a l l y increases the 
e f f i c i e n c y o f p r i v a t e markets as a bank c o n t r o l mechanism. 
While i t i s not i n the p u b l i c i n t e r e s t f o r OCC t o d i s c l o s e 
everything i t knows, i t should accept the view that d i s c l o s u r e 
i s d e s i r a b l e unless there are compelling arguments against i t . 
As noted below, the OCC i n the f u t u r e may come t o r e l y more 
h e a v i l y on market c o n s t r a i n t s , and t h e r e f o r e may give i n c r e a s -
i n g emphasis t o i t s r o l e as a source o f i n f o r m a t i o n to the 
market. 
Despite the OCC's preference f o r using f i n a n c i a l 
markets as a c o n t r o l mechanism as opposed t o i n f l u e n c i n g banks 
d i r e c t l y , i t cannot depend on the market e x c l u s i v e l y . The 
s t r u c t u r e of f i n a n c i a l markets i s only m a r g i n a l l y w i t h i n the 
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OCC's c o n t r o l , and some markets i n which n a t i o n a l banks operate 
are not h i g h l y competitive. Even h i g h l y competitive markets, 
f u r t h e r more, would not r e a l i z e a l l the agency's o b j e c t i v e s . 
The soundness o b j e c t i v e i n p a r t i c u l a r i s not c o n s i s -
tent w i t h e x c l u s i v e r e l i a n c e on the market. The bank f a i l u r e 
r a t e that would a r i s e i n f r e e l y competitive markets would be 
excessive when viewed from a s o c i a l p o i n t o f view, p a r t l y 
because bank f a i l u r e s have extended repercussions i n the 
communities they serve, and p a r t l y because bank f a i l u r e s i n 
s u b s t a n t i a l numbers or the f a i l u r e o f banks of s u b s t a n t i a l 
s i z e can undermine confidence i n the banking system g e n e r a l l y . 
Hence, OCC's philosophy of implementing the bank 
soundness o b j e c t i v e should be t o r e l y on the market as a f i r s t 
l i n e of defense that imposes p e n a l t i e s on imprudent banking 
p r a c t i c e s , which may not always be adequate. Market-imposed 
c o n s t r a i n t s should thus be backstopped by a d m i n i s t r a t i v e 
procedures ranging from cooperative i n t e r a c t i o n t o f o r c e f u l 
a d m i n i s t r a t i v e measures, employing the most s e n s i t i v e and 
s o p h i s t i c a t e d i n f o r m a t i o n g a t h e r i n g processes th a t can be 
devised, a l l designed to recognize and c o r r e c t emerging 
problems before the market imposes the u l t i m a t e p e n a l t y of 
f a i l u r e . Yet the extent of dependence on market c o n s t r a i n t s 
as opposed to d i r e c t i n f l u e n c e can and should s h i f t i n 
response t o changing developments i n the s t r u c t u r e of banking. 
C. Re g u l a t i o n as a Dynamic Process 
In a r a p i d l y changing world, banking r e g u l a t i o n 
cannot stand s t i l l i f i t i s to r e t a i n i t s e f f e c t i v e n e s s . We 
r e f e r r e d e a r l i e r , f o r example t o important recent developments 
a f f e c t i n g the soundness of both l a r g e and small banks. This 
study i s i t s e l f i n d i c a t i v e o f the OCC's determination to b r i n g 
i t s e l f abreast of these developments. 
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One dimension of t h i s problem has already been noted. 
The changing s t r u c t u r e of banking and newly-emerging bank 
o b j e c t i v e s has created a need f o r new types of data and new 
methods of processing and e v a l u a t i n g data. Major s e c t i o n s 
of t h i s r e p o r t are d i r e c t e d t o t h i s problem. In a d d i t i o n , the 
OCC should have an e f f e c t i v e on-going re s e a r c h program that w i l l 
monitor and assess emerging problems tha t bear on i t s opera-
t i o n s and r e s p o n s i b i l i t i e s . 
A second dimension of the dynamic aspect of bank 
r e g u l a t i o n i s the s h i f t now underway toward gr e a t e r use of the 
market as a r e g u l a t o r y c o n t r o l t o o l i n a c h i e v i n g OCC's bank 
soundness o b j e c t i v e . I n p a r t , t h i s r e f l e c t s the recent 
emergence o f the l a r g e problem bank as a major r e g u l a t o r y 
concern. The common stock o f l a r g e banks (or the h o l d i n g 
companies t o which the banks belong) i s o f t e n w i d e l y - h e l d , and 
l a r g e banks tend t o i s s u e r e l a t i v e l y l a r g e amounts of uninsured 
l i a b i l i t i e s which a l s o tend t o be wi d e l y - h e l d . The markets 
f o r bank e q u i t i e s and uninsured l i a b i l i t i e s tend t o p e n a l i z e 
imprudent p r a c t i c e s by bank management. Under e x i s t i n g 
c o n d i t i o n s , however, the market i s a d i s r u p t i v e c o n t r o l 
mechanism, i n part because d i s c l o s u r e o f r e l e v a n t i n f o r m a t i o n 
by bank r e g u l a t o r s i s incomplete. With incomplete d i s c l s o u r e , 
imprudent p r a c t i c e s may go unpenalized by the market f o r an 
extended p e r i o d , and. then suddenly when Information i s revealed 
(not n e c e s s a r i l y from o f f i c i a l or r e l i a b l e sources), the market 
may overreact and impose unreasonably severe c o n s t r a i n t s . I n 
c o n t r a s t , i f the f i n a n c i a l markets become aware of a d e t e r i o -
r a t i n g s i t u a t i o n at an e a r l y stage, t h e i r r e a c t i o n s are l i k e l y 
t o be s a l u t a r y , t a k i n g the form (e.g.) of r i s i n g i n t e r e s t r a t e s 
on l a r g e denominations of c e r t i f i c a t e s of deposit and moderate 
d e c l i n e s i n p r i c e - e a r n i n g s r a t i o s on common stock. Hence, 
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we expect t h a t the OCC w i l l move toward greater d i s c l o -
sure, i n l i n e w i t h i t s general presumption t h a t d i s c l o s u r e 
i s d e s i r a b l e unless there are compelling arguments against i t . 
Implementation of such a p o l i c y , however, must take 
account of the s p e c i a l nature of banking, i n c l u d i n g h i g h l y 
t e c h n i c a l c h a r a c t e r i s t i c s of some banking p r a c t i c e s t h a t are 
not w e l l understood by the investment community, and the over-
r i d i n g s o c i a l need t o avoid an e r o s i o n of confidence i n the 
system as a whole. I f a d i s c l o s u r e p o l i c y i s t o be s t a b i l i z -
i n g r a t h e r than d i s r u p t i v e the market must understand the 
s i g n i f i c a n c e o f the i n f o r m a t i o n d i s c l o s e d . This imposes an 
important e d u c a t i o n a l burden on the OCC and the other r e g u l a -
t o r y agencies. P a r t i c u l a r l y i n the case of new and t e c h n i c a l 
types of data, d i s c l o s u r e must be accompanied by i n t e r p r e t a -
t i v e commentary regarding the general s i g n i f i c a n c e o f the 
data ( t h i s i s an important aspect of the re s e a r c h f u n c t i o n ) . 8 
Release of i n f o r m a t i o n that i s l i k e l y t o be widel y m i s i n t e r -
preted i s i n the best i n t e r e s t s of no one. 
Even w i t h i n a general c l i m a t e of e a r l y and. r e l a t i v e l y 
f r e e d i s c l o s u r e , r e l e a s e of some types of adverse i n f o r m a t i o n 
could cause a bank t o f a i l which might otherwise be saved. 
The o b l i g a t i o n o f the OCC i n such cases i s not d i s c l o s u r e 
but prompt remedial a c t i o n . 
A r e s e a r c h p r o j e c t to implement a f u l l e r d i s c l o s u r e 
p o l i c y , t a k i n g account of these s p e c i a l circumstances, should 
be a h i g h OCC p r i o r i t y . 
8 
By the same token, the OCC should be r e c e p t i v e t o informed 
market judgments regarding types of r e l e v a n t i n f o r m a t i o n 
th a t are needed by the markets but are not yet provided 
by the OCC. 
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The OCC's emphasis on improving the e f f i c i e n c y o f 
the market as a c o n t r o l mechanism does not imply any r e l a x a t i o n 
of d i r e c t approaches toward a s s u r i n g the soundness of l a r g e 
banks. Such e f f o r t s should indeed be more e f f e c t i v e i n the 
f u t u r e as the improved examination techniques f o r data-
c o l l e c t i n g operations discussed i n t h i s r e p o r t are implemented. 
The agency i s a l s o studying the f e a s i b i l i t y of new and n o v e l 
techniques of t r a c k i n g and monitoring the operations of l a r g e 
banks. 
A t h i r d dimension of the dynamic aspect of bank 
r e g u l a t i o n i s the need f o r the OCC t o m a i n t a i n i t s l e g a l 
a u t h o r i t y abreast o f needed changes i n operations and 
r e s p o n s i b i l i t i e s . Where a d d i t i o n a l a u t h o r i t y i s needed, the 
OCC must be prepared to document the case f o r such a u t h o r i t y 
to the Congress. 
While the great m a j o r i t y o f the recommendations 
contained i n t h i s r e p o r t can be implemented by the OCC w i t h i n 
i t s e x i s t i n g l e g a l a u t h o r i t y , new l e g i s l a t i o n i s proposed i n 
a few areas. The most important o f these proposals i s t o 
g i v e the OCC a u t h o r i t y to expedite removal of o f f i c e r s o f 
n a t i o n a l banks under exigent circumstances; t o monitor and 
c o n t r o l changes i n ownership and c o n t r o l o f e x i s t i n g n a t i o n a l 
banks; and to determine branching areas f o r n a t i o n a l banks w i t h -
out regard t o e x i s t i n g s t a t e branching laws. These proposals 
are discussed i n the body of the report. 
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ISSUE OF FEDERAL BANK REGULATORY AGENCY RE-STRUCTURING 
Reor g a n i z a t i o n of the F e d e r a l bank r e g u l a t o r y s t r u c -
ture has been a subject of study f o r almost 40 years. 
Proposals f o r r e o r g a n i z a t i o n appear w i t h frequency - from 
t h o u g h t f u l i n d i v i d u a l s , from government agencies, and from 
p r i v a t e or government commissions. Indeed, one of the more 
important developments si n c e our study was launched has been 
the appearance of s t i l l more pro p o s a l s , plus the announcement 
that a study of the F e d e r a l bank r e g u l a t o r y s t r u c t u r e i s now 
underway by at l e a s t one of the other F e d e r a l bank r e g u l a t o r y 
agencies. 
In approaching our study, we d i d not ignore the 
exis t e n c e of the suggestions f o r such r e o r g a n i z a t i o n of the 
r e g u l a t o r y s t r u c t u r e . We concluded, however, that the 
r e l a t i o n of the OCC to other F e d e r a l bank r e g u l a t o r y agencies 
was outside the scope of our present study. We have, t h e r e f o r e , 
developed the m a j o r i t y of our recommendations f o r the improvement 
of the operating e f f i c i e n c y and e f f e c t i v e n e s s of the OCC i n terms 
of o b j e c t i v e s r a t h e r than i n terms of a p a r t i c u l a r r e g u l a t o r y 
s t r u c t u r e . 
While many of the b a s i c f u n c t i o n s of the OCC coul d be 
performed under a v a r i e t y of d i f f e r e n t r e g u l a t o r y s t r u c t u r e s , 
the f u n c t i o n s themselves are ind i s p e n s a b l e f o r meeting p u b l i c 
p o l i c y o b j e c t i v e s . 
We urge that the OCC continue to study i t s r e l a t i o n 
w i t h other governmental agencies concerned w i t h the r e g u l a t i o n 
of n a t i o n a l banks, and perhaps w i t h the e n t i r e s t r u c t u r e of 
the banking system. This study should o b v i o u s l y comprehend 
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the r e s p o n s i b i l i t i e s and a c t i v i t e s of the OCC, the F e d e r a l 
Deposit Insurance Corporation, and the Board of Governors 
of the F e d e r a l Reserve System, as they r e l a t e to each 
other. The study should a l s o i n c o r p o r a t e a review of 
the r e s p o n s i b i l i t i e s of the S e c u r i t i e s and Exchange Commission 
as that agency r e l a t e s to n a t i o n a l banks. The r e l a t i o n s h i p 
of F e d e r a l r e g u l a t o r y agencies and s t a t e c h a r t e r e d banks should 
a l s o be studied. 
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INDUSTRY RESPONSE TO THE NATIONAL BANK QUESTIONNAIRE 
As i n d i c a t e d p r e v i o u s l y , i n connection w i t h our study a 
questionnaire was sent t o the c h i e f executive o f f i c e r s of a l l n a t i o n a l 
banks i n October 1974. To date we have r e c e i v e d and processed r e p l i e s 
from approximately 2,650 bankers or 56% of those to whom qu e s t i o n n a i r e s 
were sent. A separate r e p o r t , summarizing s t a t i s t i c a l l y the responses 
r e c e i v e d , has been rendered t o the Comptroller. A copy of t h a t r e p o r t 
i s i n c l u d e d as Appendix I to t h i s r e p o r t . 
The views of the banking i n d u s t r y were s o l i c i t e d through 
t h i s q u e s t i o n n a i r e on a v a r i e t y of su b j e c t s , i n c l u d i n g the present 
d e l e g a t i o n of r e g u l a t o r y a u t h o r i t y to three F e d e r a l agencies, namely, 
the Board of Governors of the Fe d e r a l Reserve System, the Federal 
Deposit Insurance Corporation (the "FDIC"), and the OCC. The ques-
t i o n was asked i n two d i f f e r e n t ways: (1) d i d the banks view the 
present d i v i s i o n of a u t h o r i t y as c r e a t i n g s e r i o u s or minor c o n f l i c t s 
and (2) d i d the banks f a v o r the present d i s t r i b u t i o n of a u t h o r i t y ? 
A t a b u l a t i o n of the responses to the f i r s t of these questions 
i n d i c a t e d the f o l l o w i n g : 
(See f o l l o w i n g page) 
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...Banks With T o t a l A s s e t s * of 
$100 M i l l i o n 
Less Than t o Over $500 
T o t a l $100 M i l l i o n $500 M i l l i o n M i l l i o n 
Number of Banks: 
Minor c o n f l i c t s 836 672 110 54 
No c o n f l i c t s 658 618 33 7 
Serious c o n f l i c t s 151 106 26 19 
T o t a l responses 1,645 1,396 169 80 
No response 1, 001 938 59 4 
T o t a l 2,646 2,334 228 84 
Percent: 
Minor c o n f l i c t s 31% 29% 48% 64% 
No c o n f l i c t s 25 26 14 8 
Serious c o n f l i c t s 6 5 12 23 
T o t a l responses 62 60 74 95 
No responses 38 40 26 5 
T o t a l 100% 100% 100% 100% 
The f a i l u r e of approximately 40% of the small banks to respond 
to t h i s question may be e x p l a i n e d by the f a c t t h a t these banks probably 
have l i t t l e or no d i r e c t contact w i t h r e p r e s e n t a t i v e s of the other 
r e g u l a t o r y agencies. 
I t i s a l s o i n t e r e s t i n g to note th a t the l a r g e r the bank the 
more apt i t i s t o conclude that s e r i o u s c o n f l i c t s do e x i s t among the 
r e g u l a t o r y agencies. As shown above, o n l y 8% of the smaller banks 
which expressed an o p i n i o n f e l t s e r i o u s c o n f l i c t s do e x i s t , whereas 
15% of the medium-size banks and 24% of the l a r g e r banks have that 
impression. This r e a c t i o n probably occurs f o r the c o r o l l a r y of the 
reason mentioned above ( i . e . , the l a r g e r the bank the more contacts i t 
has w i t h r e g u l a t o r y agencies). 
*Throughout t h i s r e p o r t , u n l e s s otherwise I n d i c a t e d , banks 
w i t h assets of l e s s than $100 m i l l i o n have been c l a s s i -
f i e d as "smaller banks", w i t h assets of $100 to $500 
m i l l i o n as "medium-size banks" and w i t h a s s e t s of over 
$500 m i l l i o n as " l a r g e r banks". 
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The second q u e s t i o n on t h i s subject o f general r e g u l a t o r y 
a u t h o r i t y was: 
"Are you i n f a v o r of r e t a i n i n g the present d i s t r i b u t i o n 
of a u t h o r i t y among the three F e d e r a l banking regu-
l a t o r y agencies?" 
The response to t h i s q u e s t i o n was as f o l l o w s : 
Medium-
Smaller S i z e d Larger 
Banks Banks Banks T o t a l 
Number of banks: 
R e t a i n present d i s t r i b u t i o n 709 78 31 818 
Change to some other method 260 61 32 353 
T o t a l opinions expressed 969 139 63 1,171 
No o p i n i o n expressed 387 25 12 424 
No response 978 64 9 1,051 
T o t a l 2,334 228 84 2,646 
Percent: 
R e t a i n present d i s t r i b u t i o n 30% 34% 37% 31% 
Change to some other method 11 27 38 13 
T o t a l opinions expressed 41 61 75 44 
No o p i n i o n expressed 17 11 14 16 
No response 42 28 11 40 
T o t a l 100% 100% 100% 100% 
I t i s d i f f i c u l t to reach any f i r m c o n c l u s i o n on the b a s i s of 
the responses to t h i s question. While i t could be expected t h a t the 
smaller banks, w i t h very l i m i t e d contact w i t h other r e g u l a t o r y agencies, 
might not have f i r m views on the matter, i t i s d i f f i c u l t t o understand 
why 39% of the medium-sized banks and 25% of the l a r g e r banks were 
u n w i l l i n g to express an o p i n i o n on the subject. 
On the b a s i s of r e p l i e s r e c e i v e d , 70% of the banks expressing 
an o p i n i o n i n d i c a t e d they were i n f a v o r of r e t a i n i n g the present system. 
An a n a l y s i s of the responses, however, i n d i c a t e d t h a t 73% of the 
smaller banks were i n f a v o r , but o n l y 56% of the medium-sized banks 
and 49% of the l a r g e r banks h e l d t h a t view. 
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I t should he noted t h a t w h i l e the hanks g e n e r a l l y f e l t t h a t 
the present system produced l i t t l e or no s e r i o u s c o n f l i c t s i n super-
v i s o r y or r e g u l a t o r y matters,* a s u b s t a n t i a l l y l e s s e r number b e l i e v e d 
there should be no change i n the d i s t r i b u t i o n of a u t h o r i t y as shown 
by the f o l l o w i n g t a b u l a t i o n : 
Smaller 
Banks 
Banks who f e l t t h a t no s e r i o u s 
c o n f l i c t s e x i s t e d : 
Number 1,290 
Percent 92% 
Banks who f e l t t h a t present d i s t r i -
b u t i o n of a u t h o r i t y should be 





















*The absence of c o n f l i c t i s , of course, not the o n l y 
c r i t e r i o n of an adequate s u p e r v i s o r y s t r u c t u r e . 
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THE OFFICE OF THE COMPTROLLER OF THE CURRENCY 
SECTION C 
EXAMINATION AND SUPERVISION FUNCTION 
H A S K I N S & S E L L S 
EXAMINATION AND SUPERVISION FUNCTION 
INTRODUCTION 
The major commitment of the OCC, i n terms of resources, i s 
devoted to the acti v i t y of examining and supervising national banks. 
In discharging this responsibility, the OCC employs various techniques 
to compile information concerning banks and to conclude whether or not 
such banks are sound, performing well, and meeting the needs of the 
public. If these objectives are not met, the OCC has the added 
responsibility, within statutory powers, to require banks to take 
corrective action. 
In this section of the report we present our findings and 
recommendations for improvements relating to: 
1. Financial and operating data reported by banks. 
2. Examination procedures. 
3. Special situations, including problem banks, 
and an early warning system. 
4. Enforcement and protection powers. 
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FINANCIAL AND OPERATING DATA REPORTED BY BANKS 
Banks' management and d i r e c t o r s must have a f i n a n c i a l and 
operating r e p o r t i n g system which provides adequate, r e l i a b l e , and 
t i m e l y data i n order t o make informed judgments. The OCC should 
encourage banks to develop and m a i n t a i n such r e p o r t i n g systems as 
an o b j e c t i v e o f meeting i t s r e g u l a t o r y r e s p o n s i b i l i t i e s . 
A d d i t i o n a l l y , the OCC has an i n t e r e s t i n t h i s type of data 
so that I t may make informed judgments concerning the soundness, per-
formance, and a c t i v i t i e s o f banks and the banking system. 
There are obvious b e n e f i t s t o be gained by having the banks 
and the OCC adopt uniform r e p o r t i n g requirements where the same i n f o r -
mation i s p e r t i n e n t t o both, and we support t h i s concept. C e r t a i n 
recommendations w i l l n e c e s s i t a t e m o d i f i c a t i o n s i n r e p o r t s c u r r e n t l y 
f u r n i s h e d to the OCC. The recommended improvement i n r e p o r t i n g 
requirement i s intended to (a) encourage banks to improve t h e i r 
i n t e r n a l r e p o r t i n g systems and (b) synchronize those r e p o r t s , where 
p r a c t i c a b l e , with the needs o f the OCC. We f u r t h e r recommend that 
r e p o r t i n g systems be designed i n concert, or at l e a s t be compatible, 
where ap p r o p r i a t e , with those o f r e l a t e d r e g u l a t o r y agencies. 
F a i l u r e to recognize t h a t there are other p a r t i e s i n t e r e s t e d 
i n f i n a n c i a l and o p e r a t i n g data would be imprudent. For example, 
a n a l y s t s , i n v e s t o r s , d e p o s i t o r s , c r e d i t o r s , and others have a l e g i t i -
mate need f o r information. T h e i r needs should not be ignored when 
designing r e p o r t i n g requirements. We have attempted t o consider 
these i n t e r e s t s , i n s o f a r as they r e l a t e t o the s p e c i f i c i n t e r e s t o f 
the OCC, i n the f o l l o w i n g recommendations. 
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Present Reporting Requirements 
At the present time, n a t i o n a l banks are r e q u i r e d to prepare 
a number of r e p o r t s , i n c l u d i n g the f o l l o w i n g : 
1. C a l l Report of C o n d i t i o n - This r e p o r t i s submitted to 
the OCC twice i n each six-month p e r i o d by a l l n a t i o n a l 
banks. The Comptroller may c a l l f o r such r e p o r t s at 
v a r i o u s dates; the second r e p o r t , however, t r a d i t i o n -
a l l y has been c a l l e d f o r as of the end of the semi-
annual p e r i o d . 
The c a l l r e p o r t of c o n d i t i o n c o n s i s t s of the f o l l o w i n g : 
Consolidated r e p o r t of c o n d i t i o n f o r a r e p o r t i n g 
bank and a l l i t s domestic s u b s i d i a r i e s , together 
w i t h schedules showing d e t a i l s of c e r t a i n items 
appearing i n the r e p o r t , such as loans and demand 
de p o s i t s and c e r t a i n memoranda i n f o r m a t i o n , 
i n c l u d i n g the average of t o t a l d e p o s i t s and loans 
f o r the f i f t e e n days preceding the c a l l date. 
Supplement 490A to the domestic o f f i c e report of 
c o n d i t i o n , which Includes a m a t u r i t y schedule 
f o r investment s e c u r i t i e s and c e r t a i n other 
i n f o r m a t i o n , such as d e t a i l s of Federal funds 
s o l d and s e c u r i t i e s purchased under r e s a l e 
agreements. 
Consolidated domestic and f o r e i g n r e p o r t of con-
d i t i o n f o r n a t i o n a l banks engaged i n f o r e i g n 
o p e r a t i o n s . 
Bank l i q u i d i t y a n a l y s i s , which provides f o r the 
c a l c u l a t i o n of the percent of net l i q u i d a s s e t s , 
as d e f i n e d , to net l i a b i l i t i e s , as d efined. 
The c o n s o l i d a t e d r e p o r t of c o n d i t i o n f o r the bank and i t s 
domestic s u b s i d i a r i e s , together w i t h supplement 490A, 
i s a l s o f u r n i s h e d to the a p p r o p r i a t e Federal Reserve 
Bank. A copy of the c o n s o l i d a t e d r e p o r t of c o n d i t i o n 
i s a l s o f u r n i s h e d to the FDIC. The other two r e p o r t s 
mentioned above are f u r n i s h e d only to the OCC. In 
a d d i t i o n , a l l n a t i o n a l banks are r e q u i r e d to p u b l i s h 
t h e i r c o n s o l i d a t e d r e p o r t o f c o n d i t i o n i n a l o c a l 
newspaper. 
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2. Report of Income - This r e p o r t i s submitted annually by 
a l l n a t i o n a l banks w i t h the l a s t c a l l r e p o r t o f con-
d i t i o n f o r the year. The r e p o r t c o n s i s t s of a con-
s o l i d a t e d income statement f o r the bank and i t s 
domestic s u b s i d i a r i e s . I t presents operating income 
and operating expense, w i t h d e t a i l s of each, and other 
a p p r o p r i a t e income statement items. Operating income 
and expenses of f o r e i g n branches and s u b s i d i a r i e s are 
not c o n s o l i d a t e d , although t h e i r net r e m i t t a b l e earn-
ings are reported s e p a r a t e l y under operating income. 
Copies of the r e p o r t of income are r e q u i r e d to be 
f u r n i s h e d to the OCC and to the a p p r o p r i a t e Federal 
Reserve Bank. 
Qua r t e r l y r e p o r t s of income must be f i l e d w i t h the OCC 
f o r a l l n a t i o n a l banks whose s e c u r i t i e s are subject 
to r e g i s t r a t i o n pursuant t o the S e c u r i t i e s Exchange 
Act of 1934. 
3. Annual Report on Form F-2 - Every bank whose s e r c u r i t i e s 
are subject to the S e c u r i t i e s Exchange Act o f 1934 
i s r e q u i r e d t o f i l e an annual r e p o r t w i t h the OCC. 
The form and content of i t s f i n a n c i a l statements 
i n c l u d e d i n t h i s r e p o r t conform s u b s t a n t i a l l y w i t h 
the requirements of the SEC. 
4. Annual Report to Shareholders - A l l banks are r e q u i r e d 
to f u r n i s h t h e i r shareholders w i t h an annual r e p o r t . 
As t o banks r e q u i r e d t o f i l e a r e p o r t on Form F-2 
d e s c r i b e d above, the f i n a n c i a l statements are 
e s s e n t i a l l y the same as those r e q u i r e d by the SEC. 
As to banks whose s e c u r i t i e s are not subject to the 
S e c u r i t i e s Exchange Act of 1934, the r e p o r t must 
i n c l u d e a c o n s o l i d a t e d statement of earnings f o r 
the two most recent f i s c a l years. I n a d d i t i o n , 
comparative r e c o n c i l i a t i o n s of c a p i t a l accounts and 
of v a l u a t i o n and contingency reserves are r e q u i r e d 
f o r the same p e r i o d s . 
5. Current Report on Form F-3 - A l l n a t i o n a l banks subject 
to the S e c u r i t i e s Exchange Act of 1934 must f i l e a 
Form F-3 r e p o r t w i t h the OCC w i t h i n ten days a f t e r 
the end of any month i n which s p e c i f i c m a t e r i a l events 
have occurred. Proposed amendments to T i t l e 12 of 
the Code of F e d e r a l Regulations w i l l s u b s t a n t i a l l y 
conform the r e p o r t a b l e events and the r e s p e c t i v e 
i n f o r m a t i o n to be i n c l u d e d w i t h those r e q u i r e d by 
SEC Form 8-K. 
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6. M a t u r i t y schedule of assets and l i a b i l i t i e s - This 
schedule was o r i g i n a l l y r e q u i r e d t o be f i l e d by 
s e l e c t e d banks as of October 31, 1974, January 31, 
1975, and A p r i l 30, 1975. These data, which are 
now r e q u i r e d t o be f i l e d by approximately the 200 
l a r g e s t n a t i o n a l banks on a q u a r t e r l y b a s i s , c a l l s 
f o r m a t u r i t y i n f o r m a t i o n with respect t o c e r t a i n 
assets and l i a b i l i t i e s , such as c e r t i f i c a t e s o f 
deposit o f other banks, F e d e r a l funds s o l d , s e c u r i -
t i e s purchased under agreements to r e s e l l , and 
c e r t a i n time deposi t s . The i n f o r m a t i o n i s f i l e d 
o n ly w i t h the OCC. 
7. Statements of business i n t e r e s t s o f d i r e c t o r s and 
p r i n c i p a l o f f i c e r s - E f f e c t i v e May 1, 1975, each 
d i r e c t o r and p r i n c i p a l o f f i c e r o f a n a t i o n a l bank 
(a " r e p o r t i n g person") must f i l e w i t h the bank a 
statement o f h i s business i n t e r e s t s , i n c l u d i n g 
the amount o f a l l s i g n i f i c a n t i n d i r e c t extensions 
o f c r e d i t by the bank to the r e p o r t i n g person's 
business e n t e r p r i s e ( s ) . A new statement must 
be f i l e d w i t h i n 30 days a f t e r the occurrence o f 
any m a t e r i a l change. 
8. Past-due l o a n r e p o r t - The OCC r e c e n t l y i n i t i a t e d 
the requirement t h a t a i l n a t i o n a l banks re p o r t 
bi-monthly t o the OCC the s t a t u s o f past-due 
loans. The a p p l i c a b l e r e p o r t form se t s f o r t h 
the c r i t e r i a f o r the determination o f past-due 
s t a t u s . 
Recommended Changes i n Reporting Requirements 
Accounting P r i n c i p l e s and Reporting Requirements 
Although the i n f o r m a t i o n requirements o f the various users 
of f i n a n c i a l r e p o r t s d i f f e r , they have i n common the need f o r i n f o r -
mation presented i n a c o n s i s t e n t and comparable manner. 
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P r e s e n t l y , n a t i o n a l banks and bank h o l d i n g companies subject 
t o the S e c u r i t i e s Exchange Act o f 1934 are r e q u i r e d t o prepare f i n a n -
c i a l statements i n accordance wit h accounting p r i n c i p l e s set f o r t h i n 
r e g u l a t i o n s and i n t e r p r e t i v e r u l i n g s i s s u e d by the OCC. OCC r e g u l a -
t i o n s provide t h a t n a t i o n a l banks with t o t a l resources o f more than 
$25 m i l l i o n prepare f i n a n c i a l statements on the a c c r u a l b a s i s of 
accounting, and permit banks wit h resources of l e s s than $25 m i l l i o n 
t o use the cash b a s i s . 
In the " S p e c i a l S i t u a t i o n s " s e c t i o n o f t h i s r e p o r t , we 
propose tha t the OCC implement a bank s u r v e i l l a n c e system c a l l e d the 
N a t i o n a l Bank S u r v e i l l a n c e System (NBSS). An e s s e n t i a l element of 
NBSS i s the use of key i n d i c a t o r s t o detect changing circumstances 
tha t could a d v e r s e l y a f f e c t a bank or group o f banks. The achieve-
ment of the key i n d i c a t o r o b j e c t i v e s i s dependent, to a l a r g e degree, 
on the c o m p a r a b i l i t y (from p e r i o d t o p e r i o d and from bank to bank) 
of the data r e c e i v e d i n a l l o f the r e p o r t s r e q u i r e d by the OCC. 
Although there e x i s t a l t e r n a t i v e methods f o r accounting f o r c e r t a i n 
t r a n s a c t i o n s under g e n e r a l l y accepted accounting p r i n c i p l e s , such 
p r i n c i p l e s provide the most uniform method of accounting found i n 
p r a c t i c e today. The r e c o r d i n g by n a t i o n a l banks of f i n a n c i a l data 
i n accordance w i t h these p r i n c i p l e s and standard p r a c t i c e s , t h e r e -
f o r e , must be assured f o r the e f f e c t i v e performance of a data 
monitoring system. 
We t h e r e f o r e recommend that the OCC r e q u i r e a l l n a t i o n a l 
banks to adopt g e n e r a l l y accepted accounting p r i n c i p l e s i n the pre-
p a r a t i o n of the r e p o r t s . In t h i s connection, a l l banks should be 
r e q u i r e d to adopt the a c c r u a l b a s i s of accounting. We f u r t h e r urge 
that c e r t a i n other d i f f e r e n c e s between the accounting r e q u i r e d or 
permitted by the OCC and g e n e r a l l y accepted accounting p r i n c i p l e s be 
eliminated. 
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Some of the d i f f e r e n c e s between the accounting p r a c t i c e s 
f o l l o w e d by c e r t a i n banks and g e n e r a l l y accepted accounting p r i n c i p l e s 
may be summarized as f o l l o w s : 
1. Loan l o s s e s - At the present t i m e , some banks do not 
d i s t i n g u i s h the amount r e q u i r e d to provide f o r 
estimated l o a n l o s s e s from the amount permitted 
f o r t a x purposes. 
An a p p r o p r i a t e p r o v i s i o n f o r l o a n l o s s e s should be 
i n c l u d e d i n the op e r a t i n g expenses o f banks. 
This p r o v i s i o n should be based on past l o s s 
experience, a d j u s t e d f o r such f a c t o r s as known 
changes i n the c h a r a c t e r o f the l o a n p o r t f o l i o , 
i n management c r e d i t p o l i c i e s , and i n economic 
c o n d i t i o n s . 
To the extent t h a t the t a x d e d u c t i b l e p r o v i s i o n 
f o r l o a n l o s s e s d i f f e r s from the amount charged 
t o o perating income and such d i f f e r e n c e i s 
i n c l u d e d i n the f i n a n c i a l statements, i t should 
be considered as an a p p r o p r i a t i o n f o r c o n t i n -
gencies and charged or c r e d i t e d d i r e c t l y t o 
und i v i d e d p r o f i t s . Any balance i n the reserve 
f o r contingencies should not be used to absorb 
l o a n l o s s e s . 
2. S e c u r i t i e s t r a n s a c t i o n s - S e c u r i t i e s gains and l o s s e s , 
computed i n accordance w i t h g e n e r a l l y accepted 
accounting p r i n c i p l e s , should be i n c l u d e d i n the 
determination of net income. A m o r t i z a t i o n o f 
bond premiums and discounts should be r e q u i r e d 
through p e r i o d i c c r e d i t s or charges t o income. 
3. General reserves - P r o v i s i o n s f o r reserves should be 
provided by charges t o income only t o the extent 
t h a t such reserves are r e q u i r e d t o meet known or 
foreseeable and measurable requirements. P r o v i s i o n s 
f o r g e n e r a l c o n t i n g e n c i e s , and the r e v e r s a l o f e x i s t 
i n g contingency reserves, should not be i n c l u d e d i n 
the determination of net income. S i m i l a r l y , 
reserves f o r general contingencies should not be 
used t o absorb l o s s e s which are p r o p e r l y chargeable 
to income. 
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4. C a r r y i n g value o f r e a l e s t a t e - The present r e g u l a t i o n s 
p r o h i b i t the c a p i t a l i z a t i o n o f the costs i n c u r r e d i n 
a c q u i r i n g r e a l e s t a t e under f o r e c l o s u r e proceedings 
and r e q u i r e t h a t such pr o p e r t y be disposed o f w i t h i n 
a s p e c i f i e d p e r i o d o f time. In order to encourage 
e a r l y d i s p o s a l , the OCC has r e q u i r e d t h a t the c a r r y i n g 
value o f such property be w r i t t e n o f f against income 
over f i v e years. G e n e r a l l y accepted accounting 
p r i n c i p l e s would permit these p r o p e r t i e s t o be 
c a r r i e d at cost, or at f a i r market value i f such 
value were l e s s than cost. 
We b e l i e v e t h a t the OCC's c a l c u l a t i o n o f c a p i t a l adequacy 
can be met even though the f i n a n c i a l statements are prepared i n 
accordance with g e n e r a l l y accepted accounting p r i n c i p l e s . This 
could be accomplished by r e q u i r i n g banks to supply the OCC with a 
schedule of "adjusted c a p i t a l " , as a supplement t o the OCC's most 
recent r e p o r t o f examination, on which would be shown adjustments 
to the t o t a l c a p i t a l accounts appearing on the statement o f c o n d i t i o n 
to r e f l e c t the e l i m i n a t i o n therefrom of i n t a n g i b l e a s s e t s , f o r e c l o s u r e 
c o s t s , a p p r o p r i a t e p o r t i o n s o f the c a r r y i n g value o f r e a l e s t a t e , and 
any other items t h a t might be s p e c i f i e d by the OCC. 
C a l l Report o f C o n d i t i o n 
The c a l l f o r the r e p o r t o f c o n d i t i o n as of unannounced 
dates i s designed to r e s u l t i n a more meaningful r e p o r t of a bank's 
f i n a n c i a l c o n d i t i o n , inasmuch as the s u r p r i s e element reduces the 
opportuni t y f o r a bank to "window dr e s s " i t s f i n a n c i a l c o n d i t i o n . 
In the i n t e r e s t o f reducing, wherever p o s s i b l e , the r e p o r t i n g burden 
on n a t i o n a l banks, we are o f the o p i n i o n t h a t the OCC should c a l l 
f o r r e p o r t s o f c o n d i t i o n only as o f the end of each calendar q u a r t e r l y 
period. 
I t should be recognized, however, that a bank's statement 
of f i n a n c i a l c o n d i t i o n as o f any given date, whether a quarter-end 
or other date, might not be r e p r e s e n t a t i v e of i t s u s u a l f i n a n c i a l 
c o n d i t i o n . The OCC should, t h e r e f o r e , r e q u i r e on a q u a r t e r l y b a s i s 
d a i l y average balances f o r s e l e c t e d statement of c o n d i t i o n accounts. 
C-8 
Report of Income 
The amount and trend of a national bank's domestic and 
foreign net interest earnings i s , and wi l l continue to be, of con-
siderable significance i n analyzing a bank's performance. Also, 
the a b i l i t y to keep domestic and foreign operating costs i n proper 
ratio to a bank's net interest earnings reflects significantly on 
bank management's administrative a b i l i t i e s . The OCC should, there-
fore, require the report of income to highlight a national bank's 
net interest earnings and the amount by which such earnings cover 
operating costs. In such revised report of income, a l l interest 
paid would be included in an amount captioned "cost of funds" which 
amount would be deducted from the total of income earned from 
income-producing assets to arrive at "net interest earnings". In 
addition, the report of income should include the results of opera-
tions of foreign branches and subsidiaries consolidated in the same 
manner as domestic branches and subsidiaries. 
The OCC should require a l l national banks to submit reports 
of income on a quarterly basis, beginning i n i t i a l l y with the larger 
banks. The quarterly reports may not need to be as detailed as 
those f i l e d at year-end, and condensation of some financial data 
could be permitted. Such reports should include comparative data, 
both for the current quarter and on a year-to-date basis. Further-
more, the OCC should require disclosure of any unusual event or 
transaction that had a significant effect on net income, net interest 
earnings, other operating costs, or provision for possible loan losses 
for the quarter, even though such matter may be deemed not to have a 
significant impact on operating results for the year. 
Annual and Interim Reports to Shareholders 
A l l national banks are required to publish and distribute 
an annual report to shareholders. To the extent that these banks, 
or their holding company parents, are subject to the Securities 
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Exchange Act o f 1934, these statements g e n e r a l l y conform w i t h the 
requirements o f the S e c u r i t i e s and Exchange Commission. We have 
noted s i g n i f i c a n t d i f f e r e n c e s among n a t i o n a l banks not subject t o 
the Act i n the amount of d i s c l o s u r e i n such annual r e p o r t s and 
numerous d e f i c i e n c i e s i n the a p p l i c a t i o n o f r e p o r t i n g standards. 
The OCC should i n i t i a t e procedures t h a t w i l l improve the q u a l i t y 
o f f i n a n c i a l r e p o r t i n g by n a t i o n a l banks. In connection t h e r e w i t h , 
the OCC should r e q u i r e t h a t a l l n a t i o n a l banks be r e q u i r e d t o 
prepare and p u b l i s h f i n a n c i a l statements i n the form recommended 
by the Committee on Bank Accounting and A u d i t i n g o f the American 
I n s t i t u t e o f CPAs, m o d i f i e d f o r r e p o r t i n g p r a c t i c e s t h a t have become 
g e n e r a l l y accepted subsequent to p u b l i c a t i o n o f the Committee's 
recommendations, such as the p r a c t i c e o f d i s c l o s i n g the market value 
of the investment p o r t f o l i o and the p r a c t i c e o f d i s c l o s i n g the com-
ponents ( v a l u a t i o n , contingency, and d e f e r r e d t a x ) of the l o a n l o s s 
reserve. 
C u r r e n t l y , only n a t i o n a l banks and bank h o l d i n g companies 
subject t o the aforementioned S e c u r i t i e s Act are r e q u i r e d t o submit 
i n t e r i m r e p o r t s t h a t are a v a i l a b l e t o the p u b l i c . The OCC should 
r e q u i r e a l l n a t i o n a l banks to r e p o r t q u a r t e r l y operating r e s u l t s 
to t h e i r shareholders on a t i m e l y b a s i s . 
Form F-3 - Current Report 
A t i m e l y r e p o r t on the occurrence o f m a t e r i a l events i s 
fundamental to a bank s u p e r v i s i o n philosophy t h a t emphasizes the 
e a r l y d e t e c t i o n of c o n d i t i o n s which may cause, or have caused, a 
d e t e r i o r a t i o n i n the q u a l i t y of management, as s e t s , earnings, or 
compliance wi t h a p p l i c a b l e banking laws or i n t e r p r e t i v e r u l i n g s o f 
the OCC. The r e p o r t i n g requirement regarding the occurrence o f 
m a t e r i a l events should be extended to a l l n a t i o n a l banks t o the 
extent that such matters do not a l r e a d y r e q u i r e s t a t u t o r y approval 
of, or n o t i f i c a t i o n t o , the Comptroller. 
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The n a t i o n a l banks should be advised t h a t the primary 
o b j e c t i v e s of the r e p o r t would be the n o t i f i c a t i o n of the OCC of 
occurrences th a t have, or may have, a s i g n i f i c a n t e f f e c t on the 
r e p o r t i n g bank. A c c o r d i n g l y , bank management would be r e q u i r e d 
t o e x e r c i s e judgment and re p o r t those events and t r a n s a c t i o n s not 
otherwise i d e n t i f i e d i n the r e g u l a t i o n s which they deem o f such 
importance t h a t r e p o r t i n g t o the Comptroller i s r e q u i r e d . 
I n c l u d i n g a "laundry l i s t " o f events and t r a n s a c t i o n s i n 
the r e p o r t requirement would not a l l o w f o r i t s maximum p o s s i b l e 
e f f e c t i v e n e s s . The OCC should, however, develop g u i d e l i n e s and 
i l l u s t r a t i v e examples o f those s i g n i f i c a n t events and t r a n s a c t i o n s , 
which, as a minimum, should be reported. We c u r r e n t l y e n v i s i o n 
t h a t the f o l l o w i n g events and t r a n s a c t i o n s would be i n c l u d e d i n 
these g u i d e l i n e s : 
Changes i n c r e d i t l i n e s or t r a n s a c t i o n s w i t h o f f i c e r s , 
d i r e c t o r s , c o n t r o l l i n g shareholders, a f f i l i a t e d bank 
h o l d i n g companies, or a f f i l i a t e s of an a f f i l i a t e d 
h o l d i n g company. 
Changes i n c r e d i t l i n e s or t r a n s a c t i o n s w i t h e n t i t i e s 
i n which an o f f i c e r , d i r e c t o r or c o n t r o l l i n g share-
ho l d e r o f the bank Is an o f f i c e r , d i r e c t o r or con-
t r o l l i n g shareholder. 
Changes i n s i g n i f i c a n t accounting p o l i c i e s . 
Changes i n s e n i o r o f f i c e r s . 
Any event o r combination o f events which have or 
could have a m a t e r i a l adverse e f f e c t on f i n a n -
c i a l c o n d i t i o n or r e s u l t s of operations. 
Commencement or discontinuance o f s e r v i c e s not 
r e q u i r i n g p r i o r approval. 
Execution of s i g n i f i c a n t c o n t r a c t s (employment, 
l e a s e s , pension or other f r i n g e b e n e f i t programs). 
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M a t u r i t y Schedule o f Assets and L i a b i l i t i e s 
The m a t u r i t y schedule of assets and l i a b i l i t i e s r e c e n t l y 
developed by the OCC should be o f s i g n i f i c a n t a s s i s t a n c e i n d e t e r -
mining the r a t i o s t h a t best measure t r a d i t i o n a l and e v o l v i n g con-
cepts o f a bank's f i n a n c i a l c o n d i t i o n , such as l i q u i d i t y , adequacy 
of c a p i t a l , and r e l i a n c e on v o l a t i l e funds. We recommend, however, 
that the OCC i n v e s t i g a t e changing the r e p o r t i n g dates o f the schedule 
t o correspond with calendar quarter-ends. Such a change may reduce 
the r e p o r t i n g burden on r e p o r t i n g banks, s i n c e they r e g u l a r l y compile 
data f o r f u l f i l l i n g a v a r i e t y o f r e p o r t i n g requirements as of those 
dates. In a d d i t i o n , the OCC should r e q u i r e a l l banks having 
"borrowed funds" (as d e f i n e d i n a subsequent s e c t i o n o f t h i s r e p o r t ) 
i n excess of t o t a l c a p i t a l funds to f i l e the m a t u r i t y schedule. 
Statement of Business I n t e r e s t s o f D i r e c t o r s and P r i n c i p a l  
O f f i c e r s o f N a t i o n a l Banks 
The statement should a s s i s t the OCC examiner i n h i s review 
of a bank's compliance w i t h the laws and r e g u l a t i o n s p e r t a i n i n g to 
i t s a c t i v i t i e s w i t h r e p o r t i n g persons. The OCC should expand the 
d e f i n i t i o n o f a r e p o r t i n g person to i n c l u d e shareholders who are 
deemed t o own a c o n t r o l l i n g i n t e r e s t i n a bank and who are not 
d i r e c t o r s or p r i n c i p a l o f f i c e r s o f the bank. 
Past-Due Loan Report 
Although the past-due l o a n r e p o r t may be of a s s i s t a n c e t o 
the OCC, i t may be both somewhat m i s l e a d i n g and counter-productive. 
For example, i f a bank wanted to g i v e the appearance o f having a 
low l e v e l o f past-due loans, i t c o u l d a l t e r i t s l e n d i n g and 
c o l l e c t i o n p r a c t i c e s , p o s s i b l y t o i t s detriment. Among the 
p r a c t i c e s t h a t a bank might employ to do t h i s would be t o make 
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loans on a demand rather than a time basis. In addition, as to 
loans on a time basis, a bank might become more lenient i n permitting 
renewals rather than allowing the loan to go into a past-due status. 
On the other hand, some banks follow the practice of permitting cer-
tain loans to remain in a past-due status to provide greater leverage 
in dealing with the borrowers. 
We recommend that to the extent other reports described 
herein are adopted, which provide for the determination of loans i n 
a nonincome-producing status, together with the promulgation of 
accounting practices with respect to the accruing of interest, the 
requirement for the current past-due loan report be eliminated. 
Other Reports 
Traditionally, the OCC has cl a s s i f i e d bank assets in the 
following categories: 
Loss - assets or portions thereof considered as 
uncollectible or worthless. 
Doubtful - assets or portions thereof, the ultimate 
collection or realization of which i s doubtful, and 
in which the probability of a substantial loss is 
high, but not definitely ascertainable i n amount. 
Substandard - assets or portions thereof not c l a s s i -
fied as loss or doubtful and which involve more 
than a normal risk i n that they have positive and 
well-defined weakness(es) that jeopardize their 
c o l l e c t i b i l i t y or r e a l i z a b i l i t y due to such facts 
as the financial condition of the obligor and 
insufficiency of security. 
Other Loans Especially Mentioned - loans or portions 
thereof which are superior i n quality to those 
cl a s s i f i e d as substandard, but which warrant more 
than a normal amount of management attention. 
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In the N a t i o n a l Bank Questionnaire, hank managements were 
asked t o i n d i c a t e whether the above asset c l a s s i f i c a t i o n s were h e l p -
f u l i n managing t h e i r banks and whether changes should be made i n 
such c l a s s i f i c a t i o n s . The responses r e c e i v e d i n d i c a t e d that 
approximately 80% o f the bankers f e l t these c l a s s i f i c a t i o n s were 
h e l p f u l and recommended no change i n them. These r e p l i e s , analyzed 
by s i z e o f bank, were as f o l l o w s : 
Medium-
Smaller S i z e Larger 
Banks Banks Banks 
C l a s s i f i c a t i o n s are h e l p f u l 82% 76% 74% 
No change suggested 84 72 64 
For the reasons s t a t e d i n the f o l l o w i n g paragraph, we 
recommend that the OCC experiment by r e q u i r i n g s e l e c t e d n a t i o n a l 
banks t o report q u a r t e r l y t o the OCC, as a supplement to t h e i r most 
recent r e p o r t o f examination, the estimated amounts o f assets i n each 
o f the above c a t e g o r i e s . We recognize t h a t many banks do not f o l l o w 
a p e r i o d i c formal procedure of c l a s s i f y i n g a s s e t s , but r a t h e r merely 
monitor c l o s e l y those assets i n which they recognize a g r e a t e r than 
normal r i s k e x i s t s . To meet t h i s c o n d i t i o n , we suggest t h a t the 
s e l e c t e d banks be i n s t r u c t e d to compute the amounts i n each c l a s s i -
f i c a t i o n , based on the c l a s s i f i c a t i o n s made i n t h e i r most recent OCC 
examination, m o d i f i e d f o r subsequent developments i n i n d i v i d u a l 
c r e d i t s and i n l i g h t o f current general business and economic 
co n d i t i o n s . 
The requirement t h a t banks estimate and re p o r t the amounts 
of t h e i r c l a s s i f i e d assets could be of cons i d e r a b l e a s s i s t a n c e to the 
OCC. I t would provide current data f o r i n c l u s i o n i n the proposed 
N a t i o n a l Bank S u r v e i l l a n c e System de s c r i b e d subsequently i n t h i s 
s e c t i o n of the rep o r t . In a d d i t i o n , i n conducting examinations, 
the OCC examiners could appraise the accuracy o f the estimates 
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p r e v i o u s l y reported by the banks f o r the purpose of a s s i s t i n g them i n 
t h e i r e v a l u a t i o n o f management and the probable r e l i a b i l i t y o f s i m i l a r 
data to be r e p o r t e d q u a r t e r l y i n the f u t u r e . I f the above-mentioned 
experiment proves u s e f u l , the requirement should be extended to the 
extent considered appropriate. 
The OCC now r e q u i r e s banks t o f i l e c e r t a i n r e p o r t s which 
are used p r i m a r i l y f o r the c o m p i l a t i o n of various s t a t i s t i c s pub-
l i s h e d by the OCC or by the OCC j o i n t l y w ith other F e d e r a l bank 
r e g u l a t o r y agencies. The OCC should reexamine the need f o r such 
r e p o r t s , as w e l l as t h e i r r e q u i r e d content, with a view t o reducing, 
when p o s s i b l e , the continued requirement f o r such inform a t i o n . 
C e r t a i n other r e p o r t s are f o r unusual r e p o r t i n g s i t u a t i o n s 
and f r e q u e n t l y are prepared i n connection w i t h the OCC a c t i v i t i e s 
r e l a t i n g t o banks r e q u i r i n g more than a normal amount of s u p e r v i s i o n . 
As these reports are numerous, comments on each type would not be 
appropriate f o r i n c l u s i o n i n t h i s r e p o r t . With respect t o such 
r e p o r t s , however, we concur with the OCC's view th a t they be designed 
to s u i t the i n d i v i d u a l circumstances i n question r a t h e r than be 
standardized t o any great degree. 
Implementation of F i n a n c i a l Reporting Recommendations 
Our recommendations presented above with respect to the 
f i n a n c i a l r e p o r t i n g by n a t i o n a l banks are p r i m a r i l y designed to meet 
the i n f o r m a t i o n needs of the users of the r e p o r t s . Adoption o f our 
recommendations would r e q u i r e m o d i f i c a t i o n s i n r e p o r t i n g requirements 
o f the n a t i o n a l banks. Therefore, plans f o r implementing the recom-
mendations must be a p p r o p r i a t e l y timed t o a l l o w f o r , among other 
t h i n g s , the design o f the a p p r o p r i a t e forms and i n s t r u c t i o n s and 
t h e i r exposure i n d r a f t form to i n t e r e s t e d p a r t i e s . In a d d i t i o n , 
some p e r i o d o f time would be r e q u i r e d by the OCC to develop proce-
dures th a t would provide f o r the e f f i c i e n t and e f f e c t i v e use of 
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the a d d i t i o n a l data. The a d d i t i o n a l r e p o r t i n g requirements might 
i n i t i a l l y he imposed on a l l n a t i o n a l banks subject t o the S e c u r i t i e s 
Exchange Act o f 1934, those w i t h $500 m i l l i o n or more of c o n s o l i d a t e d 
a s s e t s , and those r e q u i r i n g s p e c i a l a t t e n t i o n . In a d d i t i o n , a l l 
other n a t i o n a l banks should be encouraged to comply wit h the r e p o r t i n g 
requirements on a v o l u n t a r y b a s i s . E v e n t u a l l y , the new r e p o r t i n g 
requirements should be imposed on a l l n a t i o n a l banks. 
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EXAMINATION PROCEDURES 
As p r e v i o u s l y s t a t e d , the major resource commitment w i t h i n 
the OCC i s devoted t o bank examinations. Approximately 2,000 of the 
OCC's 2,550 f u l l - t i m e personnel are i n v o l v e d i n the examination of 
4,700 n a t i o n a l banks ( i n c l u d i n g t r u s t departments and f o r e i g n 
branches). A s t a t i s t i c a l comparison of the number of n a t i o n a l banks, 
t h e i r t o t a l domestic a s s e t s , and OCC examiners at December 31 of c e r t a i n 
of the years 1955 t o 1974 i s as f o l l o w s : 
N a t i o n a l Banks.... 
T o t a l Number of 
Domestic OCC Bank 
Number Assets Examiners 
( i n m i l l i o n s ) 
1974 4,708 $534,400 1,963 
1973 4,661 489,600 1,836 
1970 4,621 340,900 1,635 
1965 4,822 220,200 1,131 
1960 4,537 140,000 877 
1955 4,700 113,700 826 
During t h i s p e r i o d , the nature of the a c t i v i t i e s o f n a t i o n a l banks, 
both i n terms of t r a d i t i o n a l and new s e r v i c e s , have become i n c r e a s -
i n g l y complex and subject t o r a p i d change. 
The OCC i s r e q u i r e d by s t a t u t e t o conduct fo u r examinations 
of every n a t i o n a l bank during each two-year p e r i o d , but the Comptrol-
l e r has the a u t h o r i t y t o waive one of these examinations. 
H i s t o r i c a l l y , the bank examination process has been con-
s i d e r e d as the OCC's f a c t - f i n d i n g arm i n d i s c h a r g i n g i t s bank super-
v i s i o n r e s p o n s i b i l i t y . The OCC a l s o has used the examination func-
t i o n as a means of monitoring the progress o f banks i n r e s o l v i n g 
problems and of o b t a i n i n g compliance with a p p l i c a b l e banking laws and 
i n t e r p r e t i v e r u l i n g s , p r i n c i p a l l y by performing more frequent exami-
nations and by making " v i s i t a t i o n s " . 
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The examinations conducted by OCC personnel are c o o r d i -
nated and administered from Washington and fo u r t e e n r e g i o n a l o f f i c e s 
g e o g r a p h i c a l l y disbursed throughout the country. Teams of exami-
ners conduct the examinations f o l l o w i n g (a) procedural g u i d e l i n e s 
described i n the Comptroller's Handbook of Examination Procedure (the 
"Examination Handbook"), (b) i n s t r u c t i o n a l g u i d e l i n e s presented i n 
various t r a i n i n g courses, and (c) d i r e c t i v e s from r e g i o n a l adminis-
t r a t o r s and other s u p e r v i s o r y personnel. C e r t a i n examiners are 
assigned r e s p o n s i b i l i t i e s r e l a t e d t o s p e c i a l i z e d a c t i v i t i e s , such as 
t r u s t operations, e l e c t r o n i c data p r o c e s s i n g , and overseas bank 
operations. S i m i l a r procedural and i n s t r u c t i o n a l g u i d e l i n e s and 
d i r e c t i v e s have been developed f o r these s p e c i a l i z e d a c t i v i t i e s . 
In the f o l l o w i n g s e c t i o n s we present an overview of the 
OCC's present examination procedures and our recommendations f o r 
improving the e f f e c t i v e n e s s and e f f i c i e n c y o f n a t i o n a l bank exami-
nations. These recommendations are designed t o be coordinated 
wi t h other recommendations i n t h i s r e p o r t . 
Present Procedures 
The OCC p r e s e n t l y views the e v a l u a t i o n of f i n a n c i a l condi-
t i o n , management, earnings and future prospects of n a t i o n a l banks as 
the primary o b j e c t i v e of i t s examinations. The techniques c u r r e n t l y 
u t i l i z e d by the OCC t o achieve t h i s o b j e c t i v e emphasize the a p p r a i s a l 
of a bank's l o a n and investment p o r t f o l i o s and the determination of a 
bank's compliance with a p p l i c a b l e banking laws and i n t e r p r e t i v e r u l -
ings of the OCC. The Examination Handbook provides examination 
g u i d e l i n e s f o r many areas of examination i n t e r e s t . 
T y p i c a l l y , a bank examination i s s t a f f e d w i t h a commissioned 
n a t i o n a l bank examiner and a number of a s s i s t a n t examiners. Examina-
t i o n s of medium and l a r g e - s i z e d banks g e n e r a l l y i n c l u d e a number of 
commissioned examiners with one designated as the examiner-in-charge. 
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Our d i s c u s s i o n s "with examining personnel have i n d i c a t e d that In exam-
i n a t i o n s of a l l but the l a r g e s t banks, the examiner-in-charge w i l l 
spend a considerable p o r t i o n of h i s time i n the e v a l u a t i o n of loans. 
The r e s p o n s i b i l i t y f o r the s u p e r v i s i o n of other areas of examination 
i n t e r e s t g e n e r a l l y i s delegated t o l e s s experienced i n d i v i d u a l s . 
Such i n d i v i d u a l s o f t e n w r i t e s u b s t a n t i a l p o r t i o n s of the r e p o r t of 
examination and o f t e n are r e s p o n s i b l e f o r the assignment and subse-
quent review of most examination procedures not r e l a t e d t o l o a n 
e v a l u a t i o n s . 
H i s t o r i c a l l y , the OCC has employed three types of t e s t i n g 
i n bank examinations, namely, examining a l l items over a pre-deter-
mined c u t - o f f ( u s u a l l y a s p e c i f i e d d o l l a r amount), examining items 
s e l e c t e d randomly from a p o p u l a t i o n , or a combination of both of 
these. In other i n s t a n c e s , examiners have f o l l o w e d the p r a c t i c e of 
complete v e r i f i c a t i o n . 
At the c o n c l u s i o n of a bank examination, the examiner 
reviews h i s f i n d i n g s and comments w i t h bank management and prepares 
a d r a f t of the r e p o r t of examination. As p r e s e n t l y s t r u c t u r e d , the 
report of examination i s d i r e c t e d p r i m a r i l y t o the i n f o r m a t i o n a l 
needs of the OCC. I t i s a combination of: 
Comments f o r OCC use only ( c o n f i d e n t i a l s e c t i o n ) . 
Comments on matters r e q u i r i n g a t t e n t i o n by bank 
d i r e c t o r s and management. 
D e t a i l e d r e s u l t s of s p e c i f i c examination proce-
dures, i n c l u d i n g e v a l u a t i o n s of a s s e t s , 
v i o l a t i o n s o f laws, and general i n t e r n a l 
c o n t r o l d e f i c i e n c i e s . 
Condensed examination programs and c h e c k l i s t s . 
Reports of examinations are reviewed by the r e g i o n a l admin-
i s t r a t o r s or other s u p e r v i s o r y personnel. With the exception of the 
c o n f i d e n t i a l s e c t i o n , the r e p o r t i s f u r n i s h e d t o the bank d i r e c t o r s . 
Copies o f the r e p o r t are r e q u i r e d t o be f u r n i s h e d t o the OCC Washing-
ton o f f i c e and the appropriate Federal Reserve Bank. 
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The frequency of meetings between OCC examiners and bank 
d i r e c t o r s v a r i e s depending on the p o l i c i e s of the r e g i o n a l adminis-
t r a t o r s and the f i n d i n g s d e s c r i b e d i n the r e p o r t s o f examination. 
At the present time, the OCC has the a u t h o r i t y t o examine, 
not only each n a t i o n a l bank, but a l s o each of i t s a f f i l i a t e s . In 
p r a c t i c e , however, the OCC g e n e r a l l y has l i m i t e d i t s examination t o 
the bank and i t s d i r e c t s u b s i d i a r i e s and has not not examined other 
a f f i l i a t e s , i n c l u d i n g the parent bank h o l d i n g company and other sub-
s i d i a r i e s of the h o l d i n g company. Such companies are subject t o 
examination by r e p r e s e n t a t i v e s of the Federal Reserve Board and are 
r e q u i r e d t o engage independent p u b l i c accountants. The OCC a l s o has 
the a u t h o r i t y t o examine i n t e r n a t i o n a l branch o f f i c e s of n a t i o n a l 
banks. Such examinations are r e s t r i c t e d , however, t o those c o u n t r i e s 
t h a t permit entrance of OCC examiners. 
General E v a l u a t i o n of Present Procedures 
As a r e s u l t of our study, we have concluded t h a t OCC exami-
n a t i o n procedures have not kept pace with the t e c h n o l o g i c a l advances 
i n the area of p r o f e s s i o n a l examination techniques, such as the use 
of e f f i c i e n t methods of t e s t i n g i n c o n t r a s t t o d e t a i l e d and complete 
v e r i f i c a t i o n . The OCC examination process a l s o gives i n s u f f i c i e n t 
r e c o g n i t i o n t o the need f o r c o n t i n u i n g p r o f e s s i o n a l development i n 
the areas of t e c h n i c a l and managerial t r a i n i n g , the formal documenta-
t i o n of work performed and c o n c l u s i o n s reached, and formal review pro-
cedures t o assure t h a t d e s i r e d standards of q u a l i t y are u n i f o r m l y 
maintained. 
Examination procedures c u r r e n t l y u t i l i z e d by the OCC may be 
c l a s s i f i e d as procedures t h a t i n v o l v e the t e s t i n g of the accuracy of 
data ( h e r e i n a f t e r r e f e r r e d t o as v e r i f i c a t i o n ) or the a p p l i c a t i o n of 
s u b j e c t i v e judgment. Although the Examination Handbook describes 
many v e r i f i c a t i o n procedures, they are not presented i n a concise and 
o r d e r l y manner nor are they a l l - i n c l u s i v e . They are i n f o r m a l l y 
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supplemented, modified or waived by r e g i o n a l a d m i n i s t r a t o r s and exam-
i n e r s . T h e i r a p p l i c a t i o n v a r i e s from r e g i o n t o r e g i o n and, i n many 
i n s t a n c e s , from examiner t o examiner. More important, however, the 
a p p l i c a t i o n o f v e r i f i c a t i o n procedures gives l i t t l e r e c o g n i t i o n t o a 
bank's e x i s t i n g i n t e r n a l c o n t r o l s , i n c l u d i n g the program of i n t e r n a l 
a u d i t , or t o the procedures performed by independent p u b l i c accoun-
t a n t s . In a d d i t i o n , l i t t l e formal guidance i s a v a i l a b l e f o r the 
a p p l i c a t i o n of s u b j e c t i v e judgment i n areas such as management 
a p p r a i s a l , l i q u i d i t y and c a p i t a l adequacy. For example, the exam-
i n e r ' s a p p r a i s a l of management, i n c l u d i n g members o f the board of 
d i r e c t o r s , has been based p r i n c i p a l l y on the h i s t o r i c a l r e s u l t s of 
management's e f f o r t s . Some serious s i t u a t i o n s , r e s u l t i n g from poor 
management, might have been avoided had the examiner's a p p r a i s a l been 
based on broader c r i t e r i a . 
Our review of examiner working papers i n d i c a t e d t h a t , i n 
some r e g i o n s , the working papers (a) g e n e r a l l y were i n f o r m a l , (b) 
gave l i t t l e i n d i c a t i o n o f the work performed or conclusions reached, 
(c) d i d not i d e n t i f y the preparer, and (d) d i d not support representa-
t i o n s i n c l u d e d i n the r e p o r t s of examination. A l s o , working papers 
g e n e r a l l y were not reviewed by s e n i o r personnel. The OCC has no 
uniform standards f o r p r e p a r a t i o n o f working papers and, consequently, 
the q u a l i t y o f working papers v a r i e s from r e g i o n t o r e g i o n as do pro-
cedures i n e f f e c t f o r t h e i r p h y s i c a l c o n t r o l . 
D i s c u s s i o n s with examining personnel a l s o have i n d i c a t e d a 
re l u c t a n c e on t h e i r p a r t t o vary from the number of man-days budgeted 
f o r an examination, de s p i t e unusual or changed circumstances. In 
a d d i t i o n , s e v e r a l examiners conveyed t h e i r b e l i e f t h a t q u a l i t y exami-
nations cannot be performed w i t h i n the present time budgets without 
working evenings and weekends. 
The content of commissioning t e s t s g i v e n t o examiners nor-
mally i s developed by each r e g i o n a l o f f i c e . Consequently, the 
e l i g i b i l i t y of a s s i s t a n t examiners f o r t a k i n g the commissioning t e s t 
and the grading t h e r e o f v a r i e s from r e g i o n t o r e g i o n . 
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The primary purpose o f r e p o r t s of examination i s t o com-
municate meaningful i n f o r m a t i o n e f f e c t i v e l y t o both the OCC and t o 
bank d i r e c t o r s and management. In our judgment, the present design 
of the r e p o r t s of examination i n h i b i t s t h e i r e f f e c t i v e u t i l i z a t i o n as 
a means of communication. For example, a thorough reading of the 
e n t i r e r e p o r t , i n c l u d i n g the c o n f i d e n t i a l s e c t i o n , f r e q u e n t l y i s 
r e q u i r e d t o o b t a i n the b e n e f i t of the p r i n c i p a l observations and 
f i n d i n g s o f the examiner. Negative f i n d i n g s and suggested c o r r e c -
t i v e measures o f t e n are i n c l u d e d i n the c o n f i d e n t i a l s e c t i o n , which 
s e c t i o n i s not made a v a i l a b l e t o bank d i r e c t o r s or management. The 
in f o r m a t i o n contained i n the present r e p o r t s of examination a l s o 
s t r e s s e s the r e s u l t s of the examination by s t a t i n g a s e r i e s of f a c t s , 
such as c l a s s i f i e d loans i n c r e a s e d t o 35% of c a p i t a l , and r a r e l y 
focuses a t t e n t i o n on c o n d i t i o n s which caused or otherwise may have 
l e d t o the examiner's c r i t i c i s m s . 
The OCC examiner has more frequent and c l o s e r contact with 
bankers than any other member of the OCC. In the responses r e c e i v e d 
t o the N a t i o n a l Bank Questionnaire, approximately 80% of the 2,646 
r e p o r t i n g banks s t a t e d they met the examiner at l e a s t a n n u a l l y , and 
2% i n d i c a t e d they met wit h him about once a month. I t appears, 
however, that over 20% o f the small e r banks, which probably r e q u i r e 
more help and guidance than the average bank, f e e l t h a t they do not 
have a c l o s e working r e l a t i o n s h i p w i t h the examiner. Approximately 
35% of the s m a l l e r banks which d e a l with the examiner at l e a s t 
a n n u a l l y f e e l he i s onl y adequately responsive to t h e i r needs. 
Recommended Improvements i n Examination Procedures 
The e s s e n t i a l o b j e c t i v e s of an examination are (a) t o pro-
vide an o b j e c t i v e e v a l u a t i o n of a bank's soundness, (b) t o permit the 
OCC t o appraise the q u a l i t y of management and d i r e c t o r s , and (c) t o 
i d e n t i f y those areas where c o r r e c t i v e a c t i o n might be r e q u i r e d to 
strengthen the bank, to improve the q u a l i t y of i t s performance, and 
t o enable i t t o comply with a p p l i c a b l e laws, r u l e s and r e g u l a t i o n s . 
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In order t o meet these o b j e c t i v e s more e f f e c t i v e l y , we pre 
sent the f o l l o w i n g recommendations which are designed t o improve the 
e x i s t i n g examination p r a c t i c e s and procedures. 
1. Reliance on V e r i f i c a t i o n of Data by Others 
The OCC must operate w i t h i n the c o n s t r a i n t s imposed by i t s 
a v a i l a b l e manpower and the r a p i d l y changing banking I n d u s t r y environ 
ment. To achieve optimum performance by OCC personnel, as w e l l as 
t o provide appropriate manpower f o r l i m i t e d examinations discussed 
l a t e r i n t h i s s e c t i o n , the OCC must r e l y t o a s i g n i f i c a n t l y g r e a t e r 
degree on v e r i f i c a t i o n procedures performed by others. 
In determining the nature and extent of the v e r i f i c a t i o n 
procedures t o be adopted, the OCC examiner must i n i t i a l l y be s a t i s -
f i e d as t o the e f f e c t i v e n e s s of the system of i n t e r n a l c o n t r o l i n 
the n a t i o n a l bank being examined. I n t e r n a l c o n t r o l s , i n the broad 
sense, have been def i n e d as i n c l u d i n g c o n t r o l s which may be charac-
t e r i z e d as e i t h e r accounting or a d m i n i s t r a t i v e , as f o l l o w s : 
"Accounting c o n t r o l s comprise the p l a n o f organ-
i z a t i o n and a l l methods and procedures that 
are concerned mainly w i t h , and r e l a t e d i r e c t l y 
t o , the safeguarding o f assets and the r e l i -
a b i l i t y o f the f i n a n c i a l records. They gener-
a l l y i n c l u d e such c o n t r o l s as the system of 
a u t h o r i z a t i o n and approval, separation of d u t i e s 
concerned with recordkeeping and accounting 
r e p o r t s from those concerned with operations or 
asset custody, p h y s i c a l c o n t r o l s over a s s e t s , 
and i n t e r n a l a u d i t i n g . 
A d m i n i s t r a t i v e c o n t r o l s comprise the p l a n of 
o r g a n i z a t i o n and a l l methods and procedures 
tha t are concerned mainly with o p e r a t i o n a l 
e f f i c i e n c y and adherence t o managerial p o l i c i e s 
and u s u a l l y r e l a t e only i n d i r e c t l y t o the f i n a n -
c i a l records. They g e n e r a l l y i n c l u d e such con-
t r o l s as s t a t i s t i c a l analyses, time and motion 
s t u d i e s , performance r e p o r t s , employee t r a i n i n g 
programs, and q u a l i t y c o n t r o l s . " 1 
1. Statement on A u d i t i n g Standards No. 1, American I n s t i t u t e of 
C e r t i f i e d P u b l i c Accountants. 
I n measuring the e f f e c t i v e n e s s of the system of i n t e r n a l 
c o n t r o l , the OCC examiner should give appropriate c o n s i d e r a t i o n t o 
the existence of an i n t e r n a l a u d i t department and the nature and 
scope of i t s procedures. 
T r a d i t i o n a l l y , the i n t e r n a l a u d i t i s conducted t o detect 
the existence of i r r e g u l a r i t i e s and t o a s c e r t a i n compliance w i t h a 
bank's p o l i c i e s and procedures. I n t e r n a l a u d i t o r s are p r o p e r l y 
concerned with a s c e r t a i n i n g whether the procedures and methods used 
f o r r e c o r d i n g and pro c e s s i n g t r a n s a c t i o n s i n the bank are i n accord-
ance with the p o l i c i e s p r e s c r i b e d and the i n t e r n a l c o n t r o l standards 
a u t h o r i z e d by s e n i o r management. The Bank A d m i n i s t r a t i o n I n s t i t u t e 
d e fines i n t e r n a ] a u d i t i n g as: 
"an independent e v a l u a t i o n w i t h i n a bank t o review 
accounting, f i n a n c i a l and other operations f o r 
the primary purposes o f fraud p r e v e n t i o n and 
d e t e c t i o n . I t i s a managerial c o n t r o l t h a t 
f u n c t i o n s by measuring and t e s t i n g the e f f e c -
t i v e n e s s of other c o n t r o l s . " 2 
I n i t i a l l y , an OCC examiner should evaluate the e f f e c t i v e -
ness of the program of i n t e r n a l a u d i t t o permit the adoption of the 
minimum procedures r e q u i r e d t o achieve the examination o b j e c t i v e s . 
G e n e r a l l y , such e v a l u a t i o n w i l l be achieved through a review of the 
procedures adopted w i t h i n a bank t o ensure t h a t t r a n s a c t i o n s are 
recorded promptly and a c c u r a t e l y and t h a t a s s e t s are safeguarded 
pr o p e r l y . A l s o , the examiner must review the programs e s t a b l i s h e d 
by the i n t e r n a l a u d i t s t a f f t o determine t h a t such procedures and 
safeguards a re, i n f a c t , being f o l l o w e d . Where the system of i n t e r -
n a l c o n t r o l i s deemed t o be l e s s than s a t i s f a c t o r y , i t i s the respon-
s i b i l i t y of the examiner, not only t o broaden the scope of the exam-
i n a t i o n t o g a i n b e t t e r a u d i t coverage, but a l s o t o take appropriate 
steps t o provide f o r the c o r r e c t i o n of the weaknesses. 
2. Bank A u d i t i n g Handbook, Bank A d m i n i s t r a t i o n I n s t i t u t e . 
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In f u t u r e examinations, a f t e r needed c o r r e c t i o n s i n the 
c o n t r o l procedures have been made, the examiner should assume a 
s u p e r v i s o r y posture. 
For example, i f the i n t e r n a l a u d i t s t a f f c o n s i s t e n t l y 
f o l l o w s the p r a c t i c e of independent c o n f i r m a t i o n of d e p o s i t s , the 
OCC examiner can confine h i s work t o a review of the e f f e c t i v e n e s s 
of the c o n f i r m a t i o n procedures f o l l o w e d , i n c l u d i n g the frequency of 
c o n f i r m a t i o n , b a s i s f o r s e l e c t i o n o f accounts t o be confirmed, and 
r e s u l t s of such procedures. I f , on the other hand, the bank does 
not f o l l o w a meaningful program o f independent c o n f i r m a t i o n , the OCC 
examiner should undertake such a procedure, at l e a s t on a t e s t - b a s i s . 
I f such a program i s not f o l l o w e d by e i t h e r bank personnel or the OCC 
examiner, there i s a s u b s t a n t i a l v o i d i n the v e r i f i c a t i o n of a mate-
r i a l item appearing i n the f i n a n c i a l statements of the bank. 
S i m i l a r l y , i f the i n t e r n a l c o n t r o l procedures r e q u i r e dual 
c o n t r o l of access t o the s e c u r i t y v a u l t s , coupled with r e g u l a r counts 
of the investment p o r t f o l i o by the i n t e r n a l a u d i t s t a f f , the OCC 
examiner should be s a t i s f i e d by examination of v a u l t records th a t 
the c o n t r o l procedures are being f o l l o w e d and, by a review of the 
i n t e r n a l a u d i t o r ' s r e c o r d s , t h a t s e c u r i t y counts are being made. I f 
these procedures are not i n e f f e c t , the OCC examiner must consider 
the extent t o which an independent v e r i f i c a t i o n of the investment 
p o r t f o l i o must be undertaken. 
I n a s s e s s i n g the l i q u i d i t y o f a bank and the adequacy of 
i t s c a p i t a l , the OCC examiner should subject the M a t u r i t y Schedule of 
Assets and L i a b i l i t i e s r e p o r t prepared by the bank t o a c r i t i c a l a n a l -
y s i s t o be s a t i s f i e d t h a t no unfavorable r a t i o s or trends escape 
a t t e n t i o n . The OCC examiner should be concerned w i t h the broad 
aspects of the l i q u i d i t y and c a p i t a l adequacy study and not become 
enmeshed i n the d e t a i l s o f the a n a l y s i s , p a r t i c u l a r l y i f the data 
i n c l u d e d t h e r e i n have been v e r i f i e d by others. 
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At present, l o a n c l a s s i f i c a t i o n s are developed by examiners 
independent of any e v a l u a t i o n s t h a t may have been made by bank manage-
ment. Fu r t h e r , i n c e r t a i n r e g i o n s , examiners are i n s t r u c t e d not t o 
review such e v a l u a t i o n s . We b e l i e v e t h a t there i s considerable merit 
i n u t i l i z i n g management's e v a l u a t i o n of l o a n s , p a r t i c u l a r l y i n banks 
whose procedures provide f o r c r e d i t reviews by o f f i c e r s independent 
of the r e s p e c t i v e loans. The use of management's e v a l u a t i o n s may 
provide examiners wi t h i n f o r m a t i o n w i t h respect t o other loans that 
should be s e l e c t e d f o r d e t a i l e d review. I n a d d i t i o n , i t may provide 
examiners with a d d i t i o n a l i n f o r m a t i o n to a s s i s t them i n t h e i r evalua-
t i o n o f bank management. 
The comments i n the preceding paragraphs concerning the r o l e 
of the i n t e r n a l a u d i t s t a f f apply e q u a l l y where a bank employs the 
se r v i c e s of an independent a u d i t i n g f i r m . 
As i n d i c a t e d above, the extent t o which the OCC examiner 
a p p l i e s v e r i f i c a t i o n procedures w i l l be a f f e c t e d by the l i k e l i h o o d of 
e r r o r , e i t h e r d e l i b e r a t e or i n a d v e r t e n t , and whether he can r e l y on 
the e f f e c t i v e n e s s of the system of i n t e r n a l c o n t r o l t h a t e x i s t s i n 
the bank. 
2. More Extensive Use of Te s t i n g 
In i n s t a n c e s where the examiner judges th a t the system of 
i n t e r n a l c o n t r o l i s l e s s than s a t i s f a c t o r y , v e r i f i c a t i o n procedures 
must be performed w i t h respect t o the data i n question. When an 
OCC examiner decides t o t e s t the data, r a t h e r than examine a l l the 
items which are i n c l u d e d t h e r e i n , he i s faced with the problem of 
de c i d i n g on the extent of the t e s t i n g procedures. Under conven-
t i o n a l t e s t i n g methods, t h i s d e c i s i o n must n e c e s s a r i l y be based 
p r i m a r i l y on s u b j e c t i v e judgment. I t i s our view that s t a t i s t i c a l 
sampling i s a b e t t e r method of t e s t i n g . S t a t i s t i c a l sampling per-
mits the measurement i n q u a n t i t a t i v e terms of the degree of assurance 
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obtained from the sample. I t i s not intended t o , nor can i t r e p l a c e , 
the examiner's judgment i n s e l e c t i n g items f o r review; i n s t e a d , i t s 
use i s intended to q u a n t i f y the r e s u l t s of examination procedures 
tha t p r e v i o u s l y were performed based s o l e l y on s u b j e c t i v e judgment. 
The use o f s t a t i s t i c a l sampling i n examinations would provide a more 
o b j e c t i v e b a s i s f o r e v a l u a t i n g the r e s u l t s of examination procedures 
as i t provides a method f o r measuring the degree o f assurance 
obtained. A l s o , t o the extent that the use of appropriate sampling 
procedures i s i n c r e a s e d , the examiner would be able t o o b t a i n an 
optimum combination of s u f f i c i e n t v e r i f i c a t i o n s a t i s f a c t i o n at a 
minimum co s t . 
A p p l i c a t i o n of s t a t i s t i c a l sampling techniques contemplates 
a higher c a l i b e r of p r o f e s s i o n a l judgment i n e v a l u a t i n g (a) p o t e n t i a l 
e f f e c t i v e n e s s of i n t e r n a l c o n t r o l procedures, (b) probable competence 
of the bank personnel assigned t o the r e l a t e d f u n c t i o n , and (c) degree 
of assurance r e q u i r e d as t o the account being t e s t e d . S t a t i s t i c a l 
sampling i s not a s u b s t i t u t e f o r judgment as t o the nature of the 
v e r i f i c a t i o n procedures t o be adopted or the e v a l u a t i o n of the r e s u l t s 
obtained. 
We recommend t h a t the OCC adopt s t a t i s t i c a l sampling t e c h -
niques, such as those endorsed by the Bank A d m i n i s t r a t i o n I n s t i t u t e 
A udit Commission. I f t h i s recommendation i s adopted, such t e c h -
niques should be i n c l u d e d i n t r a i n i n g c l a s s e s f o r OCC examiners. 
To the extent p r a c t i c a b l e i n each bank examination, com-
puters should be used t o automate the bank examination process, 
p a r t i c u l a r l y i n the areas of t e s t i n g data t o be v e r i f i e d . For 
example, when a bank maintains l o a n and/or branch operating data on 
a computer, OCC examiners should u t i l i z e the computer f o r s e l e c t i n g 
loans and other items f o r examination, p r o j e c t i n g trends and perform-
i n g r a t i o analyses i n connection w i t h the a p p r a i s a l of such loans and 
i n s e l e c t i n g branches f o r examination. Since the computer programs 
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f o r r e c o r d i n g and pr o c e s s i n g data w i l l vary among banks and, i n many 
s i t u a t i o n s be maintained by s e r v i c e bureaus r a t h e r than the banks, 
the scope of computer u t i l i z a t i o n by the OCC examiner must g e n e r a l l y 
be determined on an ad hoc b a s i s . 
3. Areas of Expanded Examination I n t e r e s t 
Our i n t e r v i e w s w i t h examining personnel and our review of 
s e l e c t e d examination working papers and r e p o r t s o f examination i n d i -
cate that there are a number of areas t h a t are subject t o expanded 
examination i n t e r e s t . Although many of these areas are i n c l u d e d i n 
current examinations, they are not s u f f i c i e n t l y emphasized. 
The OCC examiner must consider the soundness of the banking 
p o l i c i e s and p r a c t i c e s of the bank being examined before he begins t o 
apply other examination procedures appropriate t o each area of exami-
n a t i o n i n t e r e s t . For example, the examiner must determine the extent 
to which the bank's p r a c t i c e s r e garding i n f o r m a t i o n compiled as t o 
borrowers and the maintenance of c r e d i t f i l e s on borrowers conform 
w i t h acceptable bank p r a c t i c e s . I f the examiner f i n d s t h a t the 
bank's p o l i c y r e q u i r e s t h a t prospective borrowers submit f i n a n c i a l 
statements at l e a s t a n n u a l l y , t h a t a l l loans be approved by two 
o f f i c e r s before being made, and that l o a n f i l e s be reviewed on a 
r e g u l a r b a s i s by a s e n i o r o f f i c e r of the bank, he might then be 
j u s t i f i e d i n reducing the extent t o which he reviews c r e d i t f i l e s 
i n d e t a i l . Conversely, i f the examiner determines that e f f e c t i v e 
procedures do not e x i s t over outstanding l o a n balances, because of 
weaknesses i n the procedures, l a c k o f adequate personnel, or f o r other 
reasons, he should extend h i s review of f i l e s a c c o r d i n g l y . 
The examiner, as an e s s e n t i a l feature of h i s examination, 
must a l s o consider the bank's p o l i c i e s and p r a c t i c e s r e l a t i n g t o 
l i a b i l i t y management. I f the records i n d i c a t e that the senior 
o f f i c e r s of a bank are f u r n i s h e d f r e q u e n t l y with d e t a i l e d summaries 
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of the current and a n t i c i p a t e d source of funds and t h e i r r e l a t e d cost 
and m a t u r i t i e s , the OCC examiner can confine h i s e f f o r t s t o a review 
of these s t a t i s t i c a l summaries and e x e r c i s e h i s judgment as t o the 
soundness of the operating d e c i s i o n s made by the bank. I f , on the 
other hand, there appear t o be no such data a v a i l a b l e f o r use by the 
se n i o r o f f i c i a l s , the examiner should have the data prepared i n con-
n e c t i o n w i t h h i s examination. He should, of course, urge the bank 
to prepare such data on a r e g u l a r b a s i s i n the f u t u r e . 
By f o c u s i n g more of h i s a t t e n t i o n on banking p o l i c i e s and 
p r a c t i c e s , the examiner g r e a t l y enhances h i s a b i l i t y to detect s i t u a -
t i o n s that have the p o t e n t i a l of futu r e d e t e r i o r a t i o n t h a t may 
adv e r s e l y a f f e c t bank soundness. 
A second example of an area subject t o expanded examination 
i n t e r e s t i s subsequent events. These are events that may occur 
between the commencement of the examination and the date that the 
r e p o r t of examination i s completed by the examiner and th a t have a 
s i g n i f i c a n t e f f e c t on the conclusions the examiner has reached. 
Such an event may be the adverse settlement of a m a t e r i a l l e g a l pro-
ceeding or the bankruptcy o f a major borrower. 
Other areas i n c l u d e the adequacy of the reserve f o r l o a n 
l o s s e s , management a p p r a i s a l techniques, a n a l y s i s of past and pro-
j e c t e d earnings and a n a l y s i s of e x i s t i n g and f u t u r e bank s e r v i c e s . 
S p e c i f i c s on a l l such areas are t o be i n c l u d e d i n the r e v i s e d 
Examination Handbook discussed h e r e i n a f t e r . 
4. Working Papers and Programs 
OCC examiners should be i n s t r u c t e d t o prepare working 
papers and t o use standard work programs which c l e a r l y i n d i c a t e the 
extent of the work performed and the b a s i s f o r c o n c l u s ions reached. 
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The p r i n c i p a l o b j e c t i v e of working paper p r e p a r a t i o n , of 
course, i s the documentation of the procedures performed that support 
the i n f o r m a t i o n and conclusions contained i n the r e l a t e d r e p o r t o f 
examination. I n a d d i t i o n , there are c e r t a i n supplemental purposes 
t h a t working papers should accomplish. They should serve as guides 
i n subsequent examinations, i n th a t they: 
Provide i n f o r m a t i o n which i s of permanent or 
c o n t i n u i n g i n t e r e s t . 
Reveal any p e c u l i a r i t i e s o f an examination. 
F a c i l i t a t e the p r e p a r a t i o n of working papers 
f o r the subsequent examination. 
The use of work programs and t h e i r i n c l u s i o n i n working 
papers have many advantages, among which are: 
B e t t e r planned work, p a r t i c u l a r l y i f c a r e f u l 
a t t e n t i o n i s given t o the proper execution 
of the various steps i n c l u d e d t h e r e i n . 
Convenient method of f u r n i s h i n g and r e i n f o r c -
i n g i n s t r u c t i o n s t o a s s i s t a n t s . 
C e r t a i n degree of co n s i s t e n c y i n the procedures 
performed. 
Maintenance of c o n t r o l over work while i t i s i n 
progress. 
L o g i c a l r e c o r d of work done. 
M i n i m i z a t i o n o f the p r e p a r a t i o n of unnecessary 
working papers. 
Furthermore, working papers a l s o should serve as a v e h i c l e 
f o r on-the-job t r a i n i n g , q u a l i t y c o n t r o l and personnel e v a l u a t i o n . 
We a l s o recommend that the examiner-in-charge (or another 
examiner having a p r o f i c i e n c y i n the p a r t i c u l a r area under review) 
be r e q u i r e d t o review a l l working papers, i n c l u d i n g work programs, 
prepared during an examination, The primary purposes of a review 
of working papers by sen i o r personnel are t o see that the work done 
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i s adequate i n the circumstances and th a t the r e c o r d made i s s u f f i -
c i e n t t o support the conclusions reached i n the report of examination. 
The t i m e l y review of working papers, and c r i t i q u e t h e reof with the 
examiner who prepared them, a l s o i s one of the more e f f e c t i v e proce-
dures with respect t o on-the-job t r a i n i n g . I t i s important, t h e r e -
f o r e , t h a t such reviews be made by examiners who are competent t o 
evaluate and use the d e r i v a t i v e i n f o r m a t i o n . I t i s e q u a l l y 
important that these reviews be made as soon as p r a c t i c a b l e a f t e r 
the work i s done. 
5. Comptroller's Handbook of Examination Procedure 
A task force c o n s i s t i n g of s e l e c t e d commissioned and 
a s s i s t a n t examiners, working w i t h r e p r e s e n t a t i v e s of Haskins & 
S e l l s , i s now i n the process of preparing m a t e r i a l t o be i n c l u d e d 
i n the Examination Handbook f o r use i n the examination of n a t i o n a l 
banks. This m a t e r i a l w i l l i n c l u d e the suggestions contained i n 
the preceding paragraphs as such i s appropriate t o each area of 
examination i n t e r e s t . 
"We b e l i e v e t h a t as a consequence of the establishment of 
the r e v i s e d examination procedures now i n process of development, 
the time spent on the examination process can be more e f f e c t i v e l y 
u t i l i z e d and the man-days budgeted more knowledgeably than at 
present. 
6. More E f f e c t i v e S u p e r v i s i o n of Examinations 
The examiner-in-charge of a bank examination should spend 
a considerable p o r t i o n o f time i n the d i r e c t s u p e r v i s i o n of a s s i s t -
ants and i n the review of t h e i r working papers r e l a t e d t o s i g n i f i c a n t 
areas. He a l s o should be expected, because of experience, t o devote 
most of h i s time t o those areas r e q u i r i n g a high degree of s u b j e c t i v e 
judgment. Such areas would not only i n c l u d e the e v a l u a t i o n of 
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c r e d i t s , but a l s o e v a l u a t i o n of the i m p l i c a t i o n s of "high r i s k " p o l i -
c i e s and p r a c t i c e s , q u a l i t y of the program of i n t e r n a l a u d i t , and 
causes of unusual s i t u a t i o n s . 
7. Development of Personnel w i t h S p e c i a l i z e d Knowledge 
As the i n d u s t r y has become more complex, bank personnel have 
s p e c i a l i z e d i n e v o l v i n g areas of banking s e r v i c e s . The OCC personnel 
development program has not p a r a l l e l e d the i n d u s t r y development, 
except i n the examination of t r u s t , i n t e r n a t i o n a l and EDP operations. 
The OCC s t a f f i n g philosophy emphasizes the importance of a g e n e r a l -
i z e d banking education. C e r t a i n personnel requirements f o r an 
e f f e c t i v e OCC examination, however, must be met through the develop-
ment of s p e c i a l i s t s . A c c o r d i n g l y , once examiners become p r o f i c i e n t 
as g e n e r a l i s t s they should be encourgaged t o develop s p e c i a l e x p e r t i s e 
i n p a r t i c u l a r areas of examination i n t e r e s t . 
To keep pace w i t h the i n d u s t r y and t o provide the needed 
e x p e r t i s e w i t h i n the OCC, we recommend th a t the Washington s t a f f 
i n c l u d e a person having c o n s i d e r a b l e and recent experience i n bank 
accounting and f i n a n c i a l r e p o r t i n g . 
The c h a r a c t e r i s t i c s of the banking i n d u s t r y w i t h i n each 
r e g i o n should d i c t a t e the types of e x p e r t i s e r e q u i r e d and the number 
of examiners t o r e c e i v e s p e c i a l i z e d t r a i n i n g . The f o l l o w i n g are 
examples of the types of e x p e r t i s e t h a t might be r e q u i r e d i n most 
regions: 
Bank accounting and g e n e r a l l y accepted accounting 
p r i n c i p l e s . 
Bank and bank h o l d i n g company r e p o r t i n g standards. 
Examination procedures: 
A u d i t i n g . 
I n t e r n a l c o n t r o l , i n c l u d i n g i n t e r n a l a u d i t i n g . 
S t a t i s t i c a l sampling. 
General examination procedures, i n c l u d i n g 
c r e d i t e v a l u a t i o n . 
Bank h o l d i n g companies and non-bank sub-
s i d i a r i e s and a f f i l i a t e s . 
Mergers, a c q u i s i t i o n s and expansion o f b a n k - r e l a t e d 
a c t i v i t i e s . 
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Investment p o r t f o l i o management - v a l u a t i o n and 
l i q u i d i t y . 
C r e d i t e v a l u a t i o n , by i n d u s t r y (such as aero-space, 
o i l p r o d u c t i o n , and r e a l e s t a t e ) . 
Mortgage banking. 
Leasing ( i n c l u d i n g leveraged l e a s i n g ) . 
E l e c t r o n i c funds t r a n s f e r systems. 
Correspondent banking. 
Problem banks - development o f examiners w e l l versed 
i n d e a l i n g with s p e c i a l s i t u a t i o n s . 
Consumer a f f a i r s . 
A d m i n i s t r a t i o n and su p e r v i s o r y t r a i n i n g . 
The OCC a l s o has a need t o develop a c e n t r a l i z e d s t a f f of 
seni o r EDP examiners and i n d i v i d u a l s having in-depth knowledge of 
advanced computer systems. This s t a f f should assume r e s p o n s i b i l i t y 
f o r the development of EDP examiner recruitment g u i d e l i n e s , imple-
mentation of a t r a i n i n g and q u a l i t y c o n t r o l program, and maintenance 
of t e c h n i c a l examination programs and r e p o r t i n g g u i d e l i n e s . This 
s t a f f a l s o would be a v a i l a b l e t o render examination support i n the 
more complex and s p e c i a l i z e d areas of EDP and develop and maintain 
any software used i n examinations of banks. 
Subsequently i n t h i s s e c t i o n of the r e p o r t , we recommend 
tha t the OCC implement a N a t i o n a l Bank S u r v e i l l a n c e System. S p e c i a l -
i s t s w i l l be needed f o r the NBSS monitoring operation. As we e n v i -
s i o n the r e g i o n a l NBSS s p e c i a l i s t p o s i t i o n s , the s e l e c t e d i n d i v i d u a l s 
who perform the NBSS f u n c t i o n s should be experienced OCC examiners 
who have been i d e n t i f i e d as candidates f o r f u t u r e OCC management p o s i -
t i o n s . Such i n d i v i d u a l s should e x h i b i t a n a l y t i c a l and i n n o v a t i v e 
a b i l i t i e s . A t o u r of duty i n a r e g i o n a l NBSS p o s i t i o n should provide 
the s e l e c t e d i n d i v i d u a l s w i t h an in-depth understanding of i n d u s t r y 
problems and s i g n i f i c a n t exposure t o c h i e f executive o f f i c e r s of 
n a t i o n a l banks. Washington-based NBSS s p e c i a l i s t s should have t r a i n -
i n g and t e c h n i c a l t a l e n t s s i m i l a r t o those of the r e g i o n a l NBSS 
s p e c i a l i s t s . They a l s o should be w e l l versed i n data p r o c e s s i n g , 
s t a t i s t i c a l techniques, and data a n a l y s i s s k i l l s . 
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8. Revised Reports of Examination 
I n our view, the standard format of the r e p o r t s of examina-
t i o n must i d e n t i f y more c l e a r l y the matters t h a t are of s p e c i a l con-
cern t o the OCC examiner, the f a c t o r s which have caused the problems 
to a r i s e , and the remedial a c t i o n suggested. 
The t a s k f o r c e of examiners, p r e v i o u s l y r e f e r r e d t o i n 
connection w i t h the r e v i s i o n t o the Examination Handbook working w i t h 
r e p r e s e n t a t i v e s of Haskins & S e l l s , i s now i n the process of develop-
i n g a r e v i s e d r e p o r t format. The r e p o r t of examination w i l l be 
d i v i d e d i n t o s e c t i o n s t h a t i n d i c a t e t o the OCC and to bank d i r e c t o r s 
and management the r e l a t i v e importance of the examiner's f i n d i n g s 
and recommendations. A c c o r d i n g l y , we recommend that r e p o r t s of exam-
i n a t i o n s be d i v i d e d i n t o the f o l l o w i n g three general s e c t i o n s : 
C o n f i d e n t i a l ( f o r OCC use o n l y ) . 
Board of d i r e c t o r s , or examining committee t h e r e o f , 
and s e n i o r management a t t e n t i o n and response. 
Other matters. 
The use of the c o n f i d e n t i a l s e c t i o n of the r e p o r t w i l l be 
l i m i t e d t o those matters th a t r e q u i r e the prompt a t t e n t i o n of senior 
OCC personnel. This s e c t i o n would i n c l u d e such matters as: 
Suspected v i o l a t i o n s of law during the course of 
the examination r e p o r t e d to the appropriate OCC 
o f f i c i a l s or other r e g u l a t o r y and enforcement 
agencies. 
C r i t i c a l comments r e l a t i n g t o s e n i o r bank o f f i c e r s 
which may r e q u i r e o f f i c i a l remedial a c t i o n by 
the OCC such as the t h r e a t of cease and d e s i s t 
orders or o f f i c e r removal. 
Other c r i t i c a l comments reg a r d i n g major problems 
noted d u r i n g the course of the examination 
which r e q u i r e remedial a c t i o n s but as to which 
the bank has f a i l e d or r e f u s e d to take 
app r o p r i a t e c o r r e c t i v e a c t i o n . 
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This s e c t i o n of the r e p o r t should be expressed i n concise summary form 
so that i t can be c l e a r l y understood. To the extent necessary, the 
comments made by the OCC examiner should be supported by d e t a i l e d a n a l -
yses and supplemental documentation i n an appendix to the summary. 
The second s e c t i o n of the r e p o r t , d i r e c t e d to the board of 
d i r e c t o r s of the bank, w i l l c o n tain a summary of the OCC examiner's 
f i n d i n g s . This s e c t i o n should summarize the c r i t i c a l comments of the 
examiner and the remedial a c t i o n t h a t he recommends. I t a l s o should 
i n c l u d e schedules or analyses that may be r e q u i r e d to support h i s 
conclusions and be i n s u f f i c i e n t d e t a i l to enable the board or the 
examining committee to take s p e c i f i c c o r r e c t i v e a c t i o n . The r e p o r t 
should i n c l u d e comments i n d i c a t i n g the persons w i t h i n the bank to 
whom these c r i t i c a l comments were f u r n i s h e d and the date on which 
they were f u r n i s h e d . In t h i s connection, the bank, through the 
chairman of the board of d i r e c t o r s , should be o b l i g a t e d to respond 
w i t h i n 30 days to a l l c r i t i c a l comments i n the r e p o r t . In i t s 
response, the bank should i n d i c a t e i t s agreement or disagreement 
w i t h the OCC examiner's comments. I f the bank does not agree with 
the conclusions expressed, a meeting of the r e p r e s e n t a t i v e s of the 
bank and the OCC should be h e l d promptly to r e s o l v e the d i f f e r e n c e s 
i n views. I f the bank concedes the f a i r n e s s of the c r i t i c a l com-
ments made, i t should r e p o r t on the s p e c i f i c remedial steps to be 
taken to c o r r e c t the s i t u a t i o n r eported and the procedures i t pro-
poses to adopt to prevent a recurrence of a s i m i l a r s i t u a t i o n . In 
a l l cases, the response of the bank should be reviewed by the repre-
s e n t a t i v e of the OCC who made the examination. 
In those cases where the c r i t i c a l comments deal w i t h 
s i g n i f i c a n t matters, the r e g i o n a l a d m i n i s t r a t o r should i n i t i a t e 
follow-up procedures designed to determine t h a t adequate e f f e c t i v e 
remedial a c t i o n s have i n f a c t been adopted by the bank. 
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A l l other comments w i l l be i n c l u d e d under the "Other 
Matters" s e c t i o n . Regional o f f i c e personnel reviewing d r a f t s of 
r e p o r t s of examination would need t o give p a r t i c u l a r a t t e n t i o n to the 
c l a s s i f i c a t i o n of i n f o r m a t i o n w i t h i n each s e c t i o n of the r e p o r t to 
ensure that s i g n i f i c a n t i n f o r m a t i o n r e q u i r i n g top management a t t e n t i o n 
i s not m i s c l a s s i f i e d w i t h i n the r e p o r t . 
9. More Frequent Meetings w i t h D i r e c t o r s 
The soundness of i n d i v i d u a l n a t i o n a l banks i s the r e s p o n s i -
b i l i t y of bank d i r e c t o r s . A c c o r d i n g l y , the OCC should i n c r e a s e , 
whenever p o s s i b l e , contact between i t s examining personnel and bank 
d i r e c t o r s . With t h i s view i n mind, we recommend that the OCC r e q u i r e 
the senior examiner assigned to every n a t i o n a l bank to meet w i t h the 
bank d i r e c t o r s to d i s c u s s the o v e r a l l c o n d i t i o n of the bank at l e a s t 
once a year, p r e f e r a b l y a f t e r the r e n d i t i o n of the r e p o r t of examina-
t i o n f o l l o w i n g a general bank examination. 
10. W r i t t e n G u i d e l i n e s to A s s i s t Examiners i n Making  
Su b j e c t i v e Judgments 
As i n d i c a t e d above, the examiner-in-charge of a bank exam-
i n a t i o n should be expected, because of h i s experience, to devote a 
considerable p o r t i o n of h i s time to those areas r e q u i r i n g a h i g h degree 
of s u b j e c t i v e judgment. Such areas not o n l y i n c l u d e e v a l u a t i o n of 
c r e d i t s , but a l s o the e v a l u a t i o n of management and bank soundness. 
The implementation of the recommendations contained i n t h i s 
r eport would provide three p r i n c i p a l sources of i n f o r m a t i o n f o r the 
e v a l u a t i o n of management: 
Reports as to m a t e r i a l events and t r a n s a c t i o n s . 
The s u r v e i l l a n c e system de s c r i b e d under the 
heading " S p e c i a l S i t u a t i o n s " . 
Objective c r i t e r i a s p e c i f i e d i n the r e v i s e d 
Examination Handbook. 
C-36 
The recommended approach to the execution of the examination 
f u n c t i o n focuses a t t e n t i o n on o b t a i n i n g a c l e a r p i c t u r e of both the 
present and expected f u t u r e c o n d i t i o n of the bank under examination. 
Examination procedures, i n c l u d i n g the i n - d e p t h e v a l u a t i o n s of a 
bank's p o l i c i e s , p r a c t i c e s , system of i n t e r n a l c o n t r o l , and r e p o r t i n g 
system should generate s i g n i f i c a n t i n f o r m a t i o n f o r an examiner to 
make an e v a l u a t i o n of management. The p r i n c i p a l o b j e c t i v e c r i t e r i a 
to be used by an examiner i n making such e v a l u a t i o n are as f o l l o w s : 
Are the bank's p o l i c i e s , p r a c t i c e s , and 
r e p o r t i n g systems i n compliance w i t h 
those one would expect t o f i n d i n a 
well-managed bank of s i m i l a r s i z e and 
o f f e r i n g s i m i l a r s e r v i c e s ? 
Are l e n d i n g , c o l l e c t i o n , investment, and 
l i a b i l i t y management p o l i c i e s and prac-
t i c e s w e l l - d e f i n e d , documented, and 
enforced? 
Do s e n i o r management and the d i r e c t o r s 
r e c e i v e the i n f o r m a t i o n necessary to 
manage e f f e c t i v e l y the a f f a i r s of the 
bank? 
I s the bank's system of i n t e r n a l c o n t r o l , 
i n c l u d i n g the program of i n t e r n a l a u d i t , 
adequate? 
Are the bank's r e c r u i t i n g and t r a i n i n g 
p r a c t i c e s conducive t o employing q u a l i t y 
personnel? 
Does the bank u t i l i z e p r o f i t planning, 
f o r e c a s t i n g , and cost accounting systems? 
Does senior management take a c t i o n necessary 
to upgrade d e f i c i e n c i e s i n p o l i c i e s , 
p r a c t i c e s , and r e p o r t i n g systems? 
Does the bank adequately consider t a x rami-
f i c a t i o n s p r i o r t o e n t e r i n g i n t o s i g n i f i c a n t 
t r a n s a c t i o n s ? 
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Does the bank management maximize the q u a l i t y 
of earnings? 
Does the board of d i r e c t o r s p l a y an a c t i v e 
r o l e i n the management of the bank? 
The OCC i s charged by s t a t u t e w i t h the r e s p o n s i b i l i t y of 
maintaining a sound n a t i o n a l banking system. Inherent i n t h i s 
concept i s the requirement that the OCC examiner evaluate a bank's 
l i q u i d i t y and the adequacy of i t s c a p i t a l i n connection w i t h h i s 
examination. I n e v a l u a t i n g the l i q u i d i t y and c a p i t a l adequacy of a 
n a t i o n a l bank, the OCC examiner must i n i t i a l l y have determined that 
the data reported t o the OCC as t o the a s s e t s and l i a b i l i t i e s of the 
bank i s accurate and t h a t the v a l u a t i o n s assigned to such a s s e t s , 
a f t e r t a k i n g cognizance of e x i s t i n g r e s e r v e s , are reasonable. 
Many OCC examiners and bankers have expressed d i s s a t i s f a c -
t i o n w i t h the Comptroller's present l i q u i d i t y measures due to c e r t a i n 
weaknesses t h e r e i n . For example, a l l loans are excluded from the 
category of gross l i q u i d a s s e t s , thereby not t a k i n g i n t o account that 
c e r t a i n forms of bank l o a n s , such as brokers acceptances, h i g h 
q u a l i t y commercial b i l l s and some brokers l o a n s , may be more l i q u i d 
than some of the s e c u r i t i e s that are i n c l u d e d i n gross l i q u i d a s s e t s . 
As noted i n t h i s s e c t i o n under the t i t l e " F i n a n c i a l and Operating 
Data Reported by Banks", the OCC i n i t i a t e d i n the F a l l of 1974 a 
new r e p o r t i n g requirement f o r l a r g e r banks r e l a t i n g to the m a t u r i t y 
of c e r t a i n assets and l i a b i l i t i e s t h a t we b e l i e v e should be of 
s i g n i f i c a n t a s s i s t a n c e i n determining the r a t i o s which best measure 
t r a d i t i o n a l and e v o l v i n g concepts of a bank's f i n a n c i a l c o n d i t i o n , 
such as l i q u i d i t y . I t i s i m p r a c t i c a b l e , however, to be s p e c i f i c 
concerning a l l of the f a c t o r s to be considered w i t h regard to l i q u i d -
i t y and c a p i t a l adequacy. I n d i c a t o r s of l i q u i d i t y based on h i s -
t o r i c a l f i n a n c i a l i n f o r m a t i o n , such as a r e c o r d of continuous earnings, 
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an excess of maturing assets over maturing l i a b i l i t i e s , and 
increased growth i n c a p i t a l may not n e c e s s a r i l y be i n d i c a t i v e of an 
e n t i t y ' s l i q u i d i t y . I n a d d i t i o n to such i n d i c a t o r s , i t i s important 
that the continuous a v a i l a b i l i t y of funds from earnings or e x t e r n a l 
sources a l s o be considered. 
I n a d d i t i o n t o making a c r i t i c a l a n a l y s i s of the informa-
t i o n developed by the aforementioned m a t u r i t y schedule, the OCC 
examiner should consider whether the f o l l o w i n g c o n d i t i o n s , which 
may i n d i c a t e t h a t adequate funds w i l l not be a v a i l a b l e on a con-
t i n u i n g b a s i s , are a p p l i c a b l e to the bank: 
F i n a n c i n g of long-term investments or loans 
from short-term or intermediate-term 
funds without d e f i n i t i v e r e f i n a n c i n g 
arrangements. 
I n c r e a s i n g amount of c l a s s i f i e d and/or 
past due loans. 
I n c r e a s i n g amount of u n r e a l i z e d d e p r e c i a -
t i o n i n the investment p o r t f o l i o . 
Downward t r e n d i n o p e r a t i n g earnings. 
Investments i n new s e r v i c e s or bank-
r e l a t e d a c t i v i t i e s t h a t are not 
economically s u c c e s s f u l . 
L i m i t e d number of customers and l o a n 
commitments. 
Regulatory or competitive a c t i o n s t h a t 
are l i k e l y to a f f e c t a d v e r s e l y the bank's 
operations. 
D e c l i n e i n investment r a t i n g s of o b l i g a t i o n s 
f o r money borrowed. 
I n e v a l u a t i n g the adequacy of a bank's c a p i t a l , the OCC 
examiner's a p p r a i s a l should i n c l u d e c o n s i d e r a t i o n of the bank's: 
Asset composition, i n c l u d i n g q u a l i t y and 
d i v e r s i f i c a t i o n . 
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Geographical l o c a t i o n and type of 
customers. 
Access to money markets. 
Q u a l i t y of earnings and earnings 
p o t e n t i a l . 
Management. 
The f o l l o w i n g c r i t e r i a a l s o should be a p p l i e d i n e v a l u a t i n g the 
bank's q u a l i t y of earnings and earnings p o t e n t i a l i n the examiner's 
o v e r a l l a p p r a i s a l of a bank's soundness: 
O v e r a l l soundness of earning a s s e t s . 
S t a b i l i t y of earnings r e s u l t i n g from 
d i v e r s i f i c a t i o n of earning a s s e t s . 
Maintenance of a reasonable a d d i t i o n a l 
earnings margin on higher r i s k a s s e t s . 
Adequacy of earnings growth to pay reason-
able dividends to stockholders and f o r 
r e t e n t i o n . 
Growth i n earnings to improve p r i c e / 
earnings r a t i o and the m a r k e t a b i l i t y of 
a bank's s e c u r i t i e s . 
11. Uniform Requirements f o r Commissioning Examiners 
A nationwide uniform t e s t f o r the commissioning of 
n a t i o n a l bank examiners should be developed. This t e s t should 
i n c l u d e the m a t e r i a l r e l a t i n g to the p r a c t i c e s and procedures adopted 
pursuant to our recommendations. A c c o r d i n g l y , i t s development should 
c l o s e l y f o l l o w the adoption of such recommendations by the OCC. The 
t e s t s should be administered on a r e g i o n a l b a s i s and, to the extent 
p r a c t i c a b l e , graded on a n a t i o n a l b a s i s . 
Uniform e l i g i b i l i t y standards should be adopted w i t h respect 
to the commissioning examination. Such standards should be based, i n 
p a r t , on the time i t w i l l take examiners t o g a i n experience commensurate 
w i t h the new approach t o bank examinations and on the q u a l i t y of 
i n d i v i d u a l s the OCC i s able to r e c r u i t and r e t a i n . 
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Recommendations R e l a t i n g to S p e c i f i c Commercial 
Examination Functions 
The f o l l o w i n g recommendations r e l a t e to s p e c i f i c examin-
a t i o n procedures which would apply to (a) commercial examinations, 
(b) t r u s t examinations and (c) EDP examinations. 
1. Examination of I n t e r n a t i o n a l Branches 
Based on the assumption t h a t the i n t e r n a t i o n a l operations 
of n a t i o n a l banks w i l l i n c r e a s e i n s i g n i f i c a n c e , continued e f f o r t 
should be made through the S t a t e Department and other appropriate 
U n i t e d S t a t e s government agencies to o b t a i n permission f o r the OCC 
to examine such branches where data f o r such operations are not 
otherwise v e r i f i e d . U n t i l such time as permission i s granted by 
a country, the OCC should r e q u i r e t h a t branch o f f i c e s of n a t i o n a l 
banks i n that country be examined by i n t e r n a l a u d i t o r s or indepen-
dent accountants. 
As many i n t e r n a l a u d i t s t a f f s and the a u d i t i n g f i r m s 
r e s i d e n t i n f o r e i g n c o u n t r i e s w i l l not be f a m i l i a r w i t h the examina-
t i o n procedures used by n a t i o n a l bank examiners, the OCC should 
c o d i f y those procedures t h a t i t considers a p p l i c a b l e to i n t e r n a t i o n a l 
branches. An i n t e g r a l p a r t of such examination procedures would 
be the v e r i f i c a t i o n of i n f o r m a t i o n submitted to the head o f f i c e or, 
i n the case of an examination by an a u d i t i n g f i r m , determining 
whether such i n f o r m a t i o n had been v e r i f i e d adequately i n t e r n a l l y and, 
i f not, undertaking such v e r i f i c a t i o n . 
The OCC should r e q u i r e t h a t these examinations be com-
p l e t e d w i t h i n a s p e c i f i e d time. At the c o n c l u s i o n of an examina-
t i o n , the i n t e r n a l or e x t e r n a l a u d i t o r s would be r e q u i r e d to submit 
a r e p o r t to the head o f f i c e of the n a t i o n a l bank. Such r e p o r t 
should i n c l u d e a d e s c r i p t i o n of the scope o f examination, the f i n d -
i n g s , and any remedial a c t i o n recommended. N a t i o n a l banks should 
be r e q u i r e d to forward copies of such r e p o r t s , together w i t h appro-
p r i a t e management comments, to the OCC on a t i m e l y b a s i s . The OCC 
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subsequently would determine the n e c e s s i t y o f " v i s i t a t i o n s " on the 
part of the l o c a l a u d i t o r s to monitor the progress of necessary 
c o r r e c t i v e a c t i o n s . The frequency of f u t u r e i n t e r n a t i o n a l branch 
o f f i c e examinations should be based on a review of the r e p o r t s and 
the r e l a t i v e s i z e of the branch o f f i c e . 
2. Standard C l a s s i f i c a t i o n of N a t i o n a l C r e d i t s 
Frequently, a r e l a t i v e l y l a r g e number of stat e and n a t i o n a l 
banks p a r t i c i p a t e i n a l o a n to a l a r g e borrower. When these loans 
are evaluated by d i f f e r e n t examiners at the p a r t i c i p a t i n g banks, the 
c l a s s i f i c a t i o n s do not always agree. 
The OCC has adopted the p o s i t i o n that such loans should 
be t r e a t e d u n i f o r m l y by the examiners and, a c c o r d i n g l y , has 
i n i t i a t e d a program f o r the standard c l a s s i f i c a t i o n of " n a t i o n a l 
c r e d i t s " . Such loans or " c r e d i t s " i n i t i a l l y have been defined as 
" l i n e s of c r e d i t t o t a l i n g $20 m i l l i o n or more i n which p a r t i c i p a t i o n s 
have been s o l d to var i o u s banks throughout the country". The e v a l u -
a t i o n s are to be performed by a team of q u a l i f i e d examiners from 
various regions at the l e a d bank f o r each c r e d i t where the l e a d 
bank i s a n a t i o n a l bank, or a major lender where the l e a d bank i s 
not a n a t i o n a l bank. The c l a s s i f i c a t i o n so determined would apply 
to a l l n a t i o n a l banks shar i n g i n the c r e d i t . We understand that 
under present plans these reviews would be performed once a year, 
and i n t e r i m reviews would not be made unless s i g n i f i c a n t changes 
occur i n the c r e d i t . 
We endorse the OCC concept of a program to standardize the 
c l a s s i f i c a t i o n of n a t i o n a l c r e d i t s . We b e l i e v e , however, t h a t the 
program should c o n t a i n p r o v i s i o n s f o r o b t a i n i n g i n f o r m a t i o n on an 
i n t e r i m b a s i s w i t h r e s p e c t to these c r e d i t s . N a t i o n a l banks tha t 
are the le a d banks (or major lenders where the l e a d bank i s not a 
n a t i o n a l bank) i n n a t i o n a l c r e d i t s should be r e q u i r e d to r e p o r t any 
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s i g n i f i c a n t changes i n the s t a t u s of such c r e d i t s to the appropriate 
OCC r e g i o n a l a d m i n i s t r a t o r . Furthermore, such banks should provide 
the OCC r e g i o n a l o f f i c e w i t h copies of the borrower's published 
q u a r t e r l y r e p o r t s r e c e i v e d by them, i n c l u d i n g Form 10-Q r e p o r t s , i f 
any, to the SEC. I n a d d i t i o n , the OCC should consider, i n p a r t i -
c u l a r circumstances, the appropriateness of i n t e r i m v i s i t s to the 
bank to update the data on the borrowers. 
I t i s e q u a l l y important t h a t , as an i n t e g r a l p a r t of the 
e v a l u a t i o n of n a t i o n a l c r e d i t s , the examiners a l s o evaluate the 
p o l i c i e s and p r a c t i c e s of the l e a d bank or major lender i n adminis-
t e r i n g the c r e d i t as, w e l l as i t s c a p a c i t y to supervise the c r e d i t . 
I f s e r ious d e f i c i e n c i e s are found to e x i s t i n e i t h e r of these matters, 
such c r e d i t s should be evaluated at l e a s t on a semi-annual b a s i s . 
I n our view, a l o g i c a l e x tension of the standard c l a s s i f i -
c a t i o n of n a t i o n a l c r e d i t s would be the determination by the OCC of 
the appropriate reserve t h a t should be a l l o c a t e d by n a t i o n a l banks 
f o r n a t i o n a l c r e d i t s which have been adversely c l a s s i f i e d . Obvi-
ously, i n e v a l u a t i n g the adequacy of the reserve f o r l o a n l o s s e s by 
n a t i o n a l banks, the OCC would be hard pressed to j u s t i f y a l l o w i n g 
a n a t i o n a l bank to a l l o c a t e only a 50% reserve a g a i n s t a s i g n i f i c a n t 
n a t i o n a l c r e d i t when a l l other p a r t i c i p a n t s i n the c r e d i t considered 
an 80% reserve to be the minimum r e q u i r e d . We t h e r e f o r e recommend 
that the program f o r standard c l a s s i f i c a t i o n of n a t i o n a l c r e d i t s be 
expanded to i n c l u d e the determination of the minimum appropriate 
reserve to be a l l o c a t e d by n a t i o n a l banks f o r adversely c l a s s i f i e d 
n a t i o n a l c r e d i t s . 
3. Standard C l a s s i f i c a t i o n of Country C r e d i t s 
I n June 1974, the OCC adopted a p o l i c y of standard c l a s s i -
f i c a t i o n of "country c r e d i t s " ( l i n e s of c r e d i t to f o r e i g n governments 
or government-owned i n s t i t u t i o n s ) to e l i m i n a t e d i f f e r e n t c l a s s i f i -
c a t i o n s of such c r e d i t s by i n d i v i d u a l examiners. The review proce-
dures g e n e r a l l y are the same as those described f o r n a t i o n a l c r e d i t s , 
C-43 
except th a t such reviews are conducted i n the three c i t i e s which 
have a c o n c e n t r a t i o n of l a r g e i n t e r n a t i o n a l departments and are 
reviewed q u a r t e r l y . 
We a l s o endorse t h i s program. F u r t h e r , our recommenda-
t i o n s as to the determination by OCC personnel of the appropriate 
reserve to be a l l o c a t e d on adversely c l a s s i f i e d n a t i o n a l c r e d i t s 
a l s o are appropriate as to c l a s s i f i e d country c r e d i t s . 
4. Examination of A f f i l i a t e s 
At the present time, the OCC has the a u t h o r i t y to examine 
not only each n a t i o n a l bank but a l s o each o f i t s a f f i l i a t e s . I n 
p r a c t i c e , however, the OCC g e n e r a l l y has l i m i t e d i t s examination 
to the bank and i t s d i r e c t s u b s i d i a r i e s and has not examined other 
a f f i l i a t e s , i n c l u d i n g the parent bank h o l d i n g company and other 
s u b s i d i a r i e s of the h o l d i n g company. Holding companies are subject 
to examination by r e p r e s e n t a t i v e s of the F e d e r a l Reserve Board and 
are r e q u i r e d to employ independent p u b l i c accountants. 
We recommend t h a t t h i s OCC p o s i t i o n be reexamined. I t 
would appear reasonable f o r OCC examinations to be extended to 
i n c l u d e a l l non-bank f i n a n c i a l i n s t i t u t i o n s i n c l u d e d i n the bank 
h o l d i n g company group. This can be accomplished by r e q u i r i n g t h a t 
OCC examiners review the scope and r e s u l t s of the F e d e r a l Reserve 
examinations and the a u d i t s of the e x t e r n a l accountants and supple-
ment such examinations w i t h a d d i t i o n a l examination procedures to the 
extent deemed a p p r o p r i a t e . Where the operations of i n d i v i d u a l 
a f f i l i a t e s are considered not to present undue r i s k to the soundness 
of the bank, the examination requirement might be waived or the 
scope s u b s t a n t i a l l y reduced. 
We a l s o suggest th a t s i m i l a r procedures be adopted f o r 
examinations of f o r e i g n s u b s i d i a r i e s of Edge Act Corporations and 




The p r i n c i p a l o b j e c t i v e of a t r u s t department examination 
i s the determination of whether the f i d u c i a r y a c t i v i t i e s of a 
n a t i o n a l bank are being executed i n compliance w i t h a p p l i c a b l e 
F e d e r a l and s t a t e laws and r e g u l a t i o n s . 
The o r g a n i z a t i o n of the OCC w i t h respect to the t r u s t 
f u n c t i o n does not p a r a l l e l t h a t of the commercial f u n c t i o n . "While 
the r e g i o n a l o f f i c e s have primary r e s p o n s i b i l i t y f o r scheduling 
and performing t r u s t department examinations and preparing r e p o r t s 
of examination, the Washington o f f i c e has primary r e s p o n s i b i l i t y f o r 
t e c h n i c a l t r u s t matters, i n c l u d i n g follow-up of v i o l a t i o n s of law 
and other exceptions noted i n a t r u s t department examination. This 
c e n t r a l i z a t i o n of r e s p o n s i b i l i t y i s due p r i m a r i l y to the s p e c i a l i z e d 
nature of t r u s t departments and the f a c t t h a t the experience of 
most r e g i o n a l o f f i c e personnel i s i n the commercial banking area. 
Examinations of n a t i o n a l bank t r u s t departments are con-
ducted a n n u a l l y and c o n s i s t p r i n c i p a l l y of the f o l l o w i n g : 
Proof of t r u s t department records. 
Review of t r u s t department's procedures and c o n t r o l s , 
i n c l u d i n g i n t e r n a l a u d i t programs. 
Review of investments f o r investment q u a l i t y , income 
pr o d u c t i o n , evidence of s e l f - d e a l i n g , and other 
f a c t o r s . 
Review of account a d m i n i s t r a t i o n . 
A u d i t , i n some i n s t a n c e s , of t r a n s a c t i o n s and balances 
i n t r u s t funds, i n c l u d i n g p h y s i c a l v e r i f i c a t i o n of 
s e c u r i t i e s , c o n f i r m a t i o n of s e c u r i t i e s h e l d by other 
p a r t i e s , and examination of purchase and s a l e advices. 
The scope of examination procedures and the extent t o 
which they are a p p l i e d i n t r u s t department examinations are not 
c o d i f i e d and, f o r the most p a r t , are determined by the examiner. 
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Our d i s c u s s i o n s w i t h a p p r o p r i a t e OCC personnel i n d i c a t e d t h a t 
examination procedures vary s i g n i f i c a n t l y among examinations 
depending on the examination philosophy of the examiner-in-charge. 
The Comptroller's Manual f o r Representatives i n Trust 
(the "Trust Examination Handbook") does not i n c l u d e a l l p e r t i n e n t 
i n f o r m a t i o n t h a t an examiner should be aware of, or may have to 
r e f e r t o , i n performing t r u s t department examinations. The Trust 
Examination Handbook a l s o does not c o n t a i n a statement of the OCC's 
d e t a i l e d examination o b j e c t i v e s w i t h r e s p e c t to each a c t i v i t y of a 
bank's t r u s t department. This s i t u a t i o n assumes greater impor-
tance i n those i n s t a n c e s where commercial examiners perform t r u s t 
department examinations. 
The design of t r u s t r e p o r t s of examination i n h i b i t s to 
some degree t h e i r e f f e c t i v e u t i l i z a t i o n as a means of communica-
t i o n . As p r e s e n t l y s t r u c t u r e d , a s i g n i f i c a n t p o r t i o n of the 
r e p o r t r e l a t e s to s t a t i s t i c a l and other i n f o r m a t i o n p e r t a i n i n g to 
a bank's p o l i c i e s , p r a c t i c e s and c o n t r o l s . We understand th a t 
the s t a t i s t i c a l i n f o r m a t i o n on pages one and ten r e q u i r e s a s i g n i -
f i c a n t amount of an examiner's time to prepare and th a t the i n f o r -
mation i s of l i t t l e or no use to e i t h e r the OCC or bank management. 
The OCC prepares and d i s t r i b u t e s a n n u a lly a "Correspond-
ence Report" c o n s i s t i n g of c e r t a i n r u l i n g s and p o s i t i o n s of the 
OCC w i t h respect to t r u s t departments. This Correspondence 
Report i s not indexed by subject matter nor does i t i n d i c a t e new 
matters which supersede or modify p r e v i o u s l y i s s u e d statements. 
Our d i s c u s s i o n s w i t h t r u s t examiners have i n d i c a t e d that they 
r e l y , to a c o n s i d e r a b l e degree, on bankers to advise them of new 
and r e v i s e d F e d e r a l and s t a t e laws and r e g u l a t i o n s , pending 
l e g i s l a t i o n , and other such matters, i n c l u d i n g OCC pronouncements. 
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Recommendations R e l a t i n g t o Trust Examinations 
1. Organization of Trust F u n c t i o n 
The present d i v i s i o n of t r u s t f u n c t i o n r e s p o n s i b i l i t i e s 
between the Washington and r e g i o n a l o f f i c e s i s appropriate c o n s i d e r i n g 
the s p e c i a l i z e d nature of the t r u s t area. We recommend, however, that 
one of the r e p r e s e n t a t i v e s i n t r u s t s i n each r e g i o n be designated t o 
perform, i n a d d i t i o n t o h i s other r e s p o n s i b i l i t i e s , c e r t a i n adminis-
t r a t i v e d u t i e s , i n c l u d i n g : 
L i a i s o n among t r u s t examining personnel, the r e g i o n a l 
o f f i c e and the Washington o f f i c e t r u s t group. 
Recruitment and e v a l u a t i o n of t r u s t personnel. 
O v e r r i d i n g review of t r u s t r e p o r t s of examination. 
Research on t e c h n i c a l matters and response t o 
questions a r i s i n g from examiners and bankers. 
Scheduling and budgeting of t r u s t examinations. 
Implementation of the above would provide the f o l l o w i n g 
p r i n c i p a l b e n e f i t s t o the OCC: 
Improved e f f i c i e n c y of t r u s t examining personnel by 
p r o v i d i n g a person i n each r e g i o n who would be 
knowledgeable i n t r u s t operations w i t h whom 
problems could be discussed. 
Improved communications between t r u s t examining per-
sonnel and the r e g i o n a l o f f i c e . 
A s s i s t a n c e t o the r e g i o n a l a d m i n i s t r a t o r s and other 
r e g i o n a l o f f i c e supervisory s t a f f i n e x e r c i s i n g 
t h e i r r e s p o n s i b i l i t i e s w i t h respect t o the t r u s t 
examination f u n c t i o n . 
2. R e d i r e c t i o n of Examination Emphasis 
We do not recommend any changes i n the present b a s i c examina-
t i o n procedures other than the c o d i f i c a t i o n t h e r e o f , as mentioned 
below. We b e l i e v e , however, t h a t the OCC should r e d i r e c t the emphasis 
placed on c e r t a i n aspects of the examination t o optimize the e f f i c i e n c y 
and e f f e c t i v e n e s s of t r u s t department examinations. 
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I n those i n s t a n c e s where the OCC examiner i s s a t i s f i e d 
as t o the adequacy of a bank's system of i n t e r n a l c o n t r o l as i t 
a f f e c t s the t r u s t department, i n c l u d i n g i t s program of i n t e r n a l 
a u d i t , we b e l i e v e t h a t the examination should be c o n s i d e r a b l y l e s s 
extensive than at present. I t should i n c l u d e a review and evalua-
t i o n of the f o l l o w i n g : 
Soundness of t r u s t department p o l i c i e s and p r a c t i c e s . 
Q u a l i t y of t r u s t department management. 
Q u a l i t y of account a d m i n i s t r a t i o n . 
The g u i d e l i n e s f o r such review and e v a l u a t i o n w i l l be i n c l u d e d 
i n the r e v i s e d Trust Examination Handbook and the t r u s t depart-
ment p o l i c i e s , p r a c t i c e s and c o n t r o l q u e s t i o n n a i r e , as mentioned 
below. 
In a d d i t i o n , the examination should i n c l u d e , but gener-
a l l y on a l e s s e x t e n s i v e b a s i s than i s c u r r e n t l y being performed, 
a review of c e r t a i n t r u s t department accounts to determine whether 
they are being handled i n conformity w i t h (a) a p p l i c a b l e laws and 
r e g u l a t i o n s , (b) p r e s c r i b e d bank p o l i c i e s and p r a c t i c e s , and (c) 
governing instruments. The extent of t e s t i n g i n t h i s connection 
would be governed by the same p r i n c i p l e s f o l l o w e d i n other areas 
of the OCC examinations. 
3. Revised Trust Examination Handbook 
A t a s k f o r c e c o n s i s t i n g of OCC r e p r e s e n t a t i v e s i n t r u s t s 
and Haskins & S e l l s r e p r e s e n t a t i v e s has been formed to develop 
and c o d i f y minimum examination procedures and r e v i s e the Trust 
Examination Handbook. The development and c o d i f i c a t i o n of 
minimum examination procedures w i l l i n c l u d e those procedures 
a p p l i c a b l e to a l l a c t i v i t i e s of a bank's t r u s t department and a 
statement of the OCC's examination o b j e c t i v e s w i t h respect to 
such a c t i v i t i e s . The r e v i s e d Trust Examination Handbook w i l l 
i n c l u d e the f o l l o w i n g i n f o r m a t i o n : 
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R e g u l a t i o n 9 and p e r t i n e n t s e c t i o n s of Federal and 
a p p l i c a b l e s t a t e laws and r e g u l a t i o n s r e l a t i n g to 
t r u s t departments. 
I n t e r p r e t i v e r u l i n g s of the OCC and other matters, 
c e r t a i n of which are p r e s e n t l y i n c l u d e d i n the 
annual "Correspondence Report". 
O u t l i n e o f minimum examination procedures, i n c l u d i n g 
g u i d e l i n e s f o r determining the extent of t e s t i n g . 
Statement of p o l i c y r e l a t i n g to the form and content 
o f examination working papers and procedures f o r 
review thereof. 
I n s t r u c t i o n s f o r p r e p a r a t i o n of the r e p o r t s o f 
examination. 
The Trust Examination Handbook should be kept current 
and should i n c o r p o r a t e promptly changes i n laws and r e g u l a t i o n s , 
issuance of i n t e r p r e t a t i v e r u l i n g s , development of new examina-
t i o n procedures, and other matters. 
In connection w i t h the above-mentioned matters, we a l s o 
recommend that the OCC develop a t r u s t department p o l i c i e s , prac-
t i c e s and c o n t r o l s q u e s t i o n n a i r e and an examination procedures 
c h e c k l i s t , both of which would be completed i n each examination 
and form part of the working papers. 
The q u e s t i o n n a i r e should i d e n t i f y those p o l i c i e s , prac-
t i c e s , procedures and c o n t r o l s that a well-managed t r u s t depart-
ment should f o l l o w , and should document the conclusions expressed 
i n the t r u s t r eport of examination. The examiner would be 
r e s p o n s i b l e f o r determining whether or not the t r u s t department 
under examination was f o l l o w i n g those procedures i n the area 
covered by h i s examination. 
The c h e c k l i s t should i n c l u d e the examination procedures 
to be f o l l o w e d , and each examiner should be r e q u i r e d to i n i t i a l 
the procedures performed by him or i n d i c a t e the reasons why 
c e r t a i n procedures were omitted. 
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4. Revised Reports o f Examination 
We b e l i e v e the r e p o r t s should be redesigned t o meet more 
e f f e c t i v e l y the needs of bank management and the OCC, as w e l l as 
t o u t i l i z e more e f f i c i e n t l y examination personnel. The t r u s t 
t a s k f o r c e a l s o w i l l c o n s i d er the development of g u i d e l i n e s f o r 
a new form of r e p o r t t h a t w i l l i n c l u d e p r i n c i p a l l y the f o l l o w i n g : 
Comments r e l a t i n g to scope of examination. 
V i o l a t i o n s of law, exceptions and d e f i c i e n c i e s noted 
during the examination r e q u i r i n g a c t i o n by the 
bank's board of d i r e c t o r s and management. 
Other exceptions and d e f i c i e n c i e s noted during the 
examination. 
O v e r a l l c o n c l u s i o n w i t h respect to the bank's 
p o l i c i e s , p r a c t i c e s and c o n t r o l s . 
5. Dissemination of Information 
Dissemination of e s s e n t i a l r e g u l a t o r y and examination 
i n f o r m a t i o n , on a t i m e l y b a s i s , to a l l examining personnel i s a 
r e q u i s i t e to e f f e c t i v e examinations and would enhance the esteem 
of r e p r e s e n t a t i v e s i n t r u s t s and other t r u s t examining personnel 
w i t h bankers. A c c o r d i n g l y , we recommend t h a t the OCC take 
appropriate measures to provide examining personnel, on a t i m e l y 
b a s i s , w i t h copies of a p p l i c a b l e new and r e v i s e d Federal and 
s t a t e laws and r e g u l a t i o n s and other p e r t i n e n t i n f o r m a t i o n i n a 
manner that would f a c i l i t a t e reference t h e r e t o . In our view, 
t h i s could be accomplished through r e v i s i o n of the format of 
the present Correspondence Report and through establishment of 
a p e r i o d i c news b u l l e t i n . 
As t o the format of the Correspondence Report, we sug-
gest that the present f i l e be reviewed and that superseded m a t e r i a l 
be e l i m i n a t e d therefrom. The remaining m a t e r i a l should be c l a s s i -
f i e d by subject matter and indexed and, where a p p r o p r i a t e , c r o s s -
referenced. New r u l i n g s or p o s i t i o n s should be d i s t r i b u t e d on a 
current b a s i s and c l a s s i f i e d by subject matter f o r i n s e r t i o n i n t o 
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the e x i s t i n g f i l e . Accompanying i n s t r u c t i o n s should i n d i c a t e the 
m a t e r i a l , i f any, that had been superseded or m o d i f i e d by the 
current r e l e a s e . 
The p e r i o d i c news b u l l e t i n would cover, as we e n v i s i o n 
i t , such matters as: 
H i g h l i g h t s of a p p l i c a b l e new F e d e r a l and s t a t e laws 
and r e g u l a t i o n s or amendments t h e r e t o . (Copies 
of the laws and r e g u l a t i o n s or amendments could 
be appended t o the news b u l l e t i n . ) 
I n f ormation r e l a t i n g t o pending l e g i s l a t i o n . 
A r t i c l e s and speeches, or excerpts thereof, on sub-
j e c t matters th a t may be of p a r t i c u l a r i n t e r e s t to 
t r u s t examining personnel 
Examples of unusual s i t u a t i o n s and i m a g i n a t i v e 
techniques employed by examining personnel and 
others i n s u c c e s s f u l l y d e a l i n g w i t h c e r t a i n 
s i t u a t i o n s . 
Current developments i n f i d u c i a r y s e r v i c e s . 
Matters of a s o c i a l nature (e.g. t r a n s f e r s , r e t i r e -
ments, and promotions) 
C e r t a i n r e l e a s e s of the Correspondence Reports and 
c e r t a i n i s s u e s of the news b u l l e t i n a l s o could be d i s t r i b u t e d to 




The general o b j e c t i v e s of EDP examinations, although not 
s p e c i f i c a l l y s t a t e d i n OCC l i t e r a t u r e , have evolved i n t o what 
g e n e r a l l y can be des c r i b e d as a review and e v a l u a t i o n of i n t e r n a l 
c o n t r o l s i n a n a t i o n a l bank's EDP department. 
EDP examinations are conducted a n n u a l l y and u s u a l l y are 
not coordinated w i t h the commercial or t r u s t examinations of a 
bank. Examinations c o n s i s t of i n t e r v i e w s o f bank personnel i n both 
the user departments and EDP department, supplemented by a l i m i t e d 
review of c o r r o b o r a t i n g documentation and other m a t e r i a l . EDP 
examinations are d i r e c t e d p r i m a r i l y to a review of commercial EDP 
a p p l i c a t i o n s , and t r u s t department EDP a p p l i c a t i o n s o f t e n are not 
reviewed. 
Many banks do not have enough data p r o c e s s i n g a c t i v i t y 
to j u s t i f y the a c q u i s i t i o n of computers or do not wish t o i n v e s t 
the resources necessary to e s t a b l i s h t h e i r own computer c e n t e r s . 
To s a t i s f y t h e i r data p r o c e s s i n g needs, such banks have co n t r a c t e d 
w i t h s e r v i c e bureaus, which f r e q u e n t l y s p e c i a l i z e i n the processing 
of standard programs f o r s e v e r a l u sers. At the present time, the 
scope of EDP examinations of s e r v i c e bureaus g e n e r a l l y i s the same 
as i n an examination of a bank's EDP department. 
The Comptroller's Handbook of E l e c t r o n i c Data Processing  
Examination Procedures (the "EDP Handbook") does not i n c l u d e a l l 
p e r t i n e n t i n f o r m a t i o n t h a t an EDP examiner should be aware of, such 
as r e l e v a n t examination concepts, d e t a i l e d examination g u i d e l i n e s , 
and e f f e c t i v e g u i d e l i n e s f o r the review and e v a l u a t i o n of i n t e r n a l 
c o n t r o l , p a r t i c u l a r l y as impacted by c u r r e n t - g e n e r a t i o n computers 
and advancements i n computer technology. 
The design of the EDP r e p o r t of examination i n h i b i t s , to 
some degree, i t s e f f e c t i v e u t i l i z a t i o n as a means of communication. 
As p r e s e n t l y s t r u c t u r e d , the r e p o r t does not adequately i n d i c a t e 
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the scope o f the examination or the s i g n i f i c a n c e of any d e f i c i e n c i e s 
i n i n t e r n a l c o n t r o l t h a t an examination may d i s c l o s e . 
Recommendations R e l a t i n g t o EDP Examinations 
1. Scope of Examinations 
We b e l i e v e that the present d i r e c t i o n of EDP examinations 
i s g e n e r a l l y proper. We recommend, however, that the EDP examina-
t i o n procedures i n c l u d e a review and e v a l u a t i o n o f (a) c o n t r o l s w i t h i n 
the EDP department and (b) c o n t r o l s over the EDP department by user 
departments f o r a l l s i g n i f i c a n t t r u s t and commercial a p p l i c a t i o n s 
processed on a bank's computer equipment. 
Controls w i t h i n the EDP department comprise the f o l l o w -
i n g : 
O r g a n i z a t i o n . 
P h y s i c a l s e c u r i t y . 
Program i n t e g r i t y , i n c l u d i n g program and procedural 
documentation, c o n t r o l s over program access and 
changes, range and l i m i t c o n t r o l , and back-up. 
Data i n t e g r i t y , i n c l u d i n g back-up and c o n t r o l of 
t r a n s a c t i o n i n i t i a t i o n , output d i s t r i b u t i o n , and 
data f i l e access. 
Operating procedure documentation. 
Impact of advanced computer systems. 
Controls over the EDP department by user departments 
comprise the f o l l o w i n g : 
Input/output c o n t r o l s . 
Reporting standards. 
Audit t r a i l s and scope and e f f e c t i v e n e s s of reviews 
by i n t e r n a l or e x t e r n a l a u d i t o r s . 
S e r v i c e bureau c o n s i d e r a t i o n s . 
When the review and e v a l u a t i o n i n d i c a t e that the i n t e r n a l 
c o n t r o l s are adequate, on l y l i m i t e d examination procedures would be 
necessary. When an EDP department i s evaluated as having inadequate 
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i n t e r n a l c o n t r o l , or when the examination d i s c l o s e s p r o c e d u r a l or 
o p e r a t i o n a l d e f i c i e n c i e s , the scope of the EDP examination should 
be expanded. I n cases where s e r i o u s i n t e r n a l c o n t r o l weaknesses 
or o p e r a t i o n a l d e f i c i e n c i e s e x i s t , f ollow-up v i s i t a t i o n s should be 
conducted t o determine whether appropriate c o r r e c t i v e a c t i o n has 
been taken. 
Appropriate cognizance i s taken of the e f f e c t i v e n e s s o f 
the EDP review made by a bank's i n t e r n a l a u d i t department i n the 
conduct of the OCC examination. This i s proper, and the examiners 
are j u s t i f i e d i n r e l y i n g on a competent i n t e r n a l a u d i t department. 
We a l s o b e l i e v e that the examiners could r e l y on procedures per-
formed by independent p u b l i c accountants and independent consul-
t a n t s as a p a r t i a l s u b s t i t u t e f o r c e r t a i n examination procedures. 
2. Examination of Se r v i c e Bureaus 
The scope of a study and e v a l u a t i o n of a s e r v i c e bureau's 
i n t e r n a l c o n t r o l s , although having much i n common w i t h the study 
and e v a l u a t i o n of i n t e r n a l c o n t r o l s i n bank EDP departments, i s 
more complex. The scope of the study and e v a l u a t i o n of c e r t a i n 
elements, such as hardware and s e c u r i t y c o n t r o l s , i s e s s e n t i a l l y 
the same as i n a bank EDP department. The study and e v a l u a t i o n of 
c o n t r o l s over data, programs, input and output, however, a l s o must 
in c l u d e the p r o t e c t i o n of s e n s i t i v e i n f o r m a t i o n from unauthorized 
access by t h i r d p a r t i e s . Consequently, examiners should i n c l u d e a 
review of data and input and output c o n t r o l s i n t h e i r EDP examina-
t i o n s of s e r v i c e bureaus. I n a d d i t i o n , examiners should contact 
s e r v i c e bureau customers regarding the adequacy of the processing 
s e r v i c e s being r e c e i v e d by them. Since s e r v i c e bureaus operate 
independently of bank c o n t r o l , c o n s i d e r a t i o n a l s o should be given 
to the p o t e n t i a l exposure t o a bank from any d i s r u p t i o n of the 
r e l a t i o n s h i p between i t and the s e r v i c e bureau. 
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3. Timing and Frequency of Examinations 
We have noted that t h e r e i s l i t t l e , i f any, c o o r d i n a t i o n 
between the commercial and EDP examinations. The simultaneous con-
duct of the commercial and EDP examinations g e n e r a l l y would be more 
e f f e c t i v e than separate examinations and should be conducted simu l -
taneously when i n t e r n a l c o n t r o l s are b e l i e v e d t o be weak. 
At the present time, EDP examinations are conducted 
annually. The frequency of EDP examinations should be based on 
c o n d i t i o n s expected t o be encountered. For example, an EDP exami-
n a t i o n i n a bank w i t h poor i n t e r n a l c o n t r o l s should be conducted 
more f r e q u e n t l y than once a year. 
4. Revised EDP Handbook 
The EDP Handbook i s p r e s e n t l y i n process of being r e v i s e d 
by a t a s k f o r c e of experienced EDP examiners under the d i r e c t i o n 
of Haskins & S e l l s . This task f o r c e t o date has succeeded i n 
i d e n t i f y i n g r e l e v a n t examination concepts f o r i n c l u s i o n i n the 
r e v i s e d manual. These concepts i n c l u d e a statement of the goals 
of EDP examinations as w e l l as d e t a i l e d examination g u i d e l i n e s . 
The r e v i s e d handbook i s expected t o be completed i n the near f u t u r e . 
5. Development of Work Programs 
In another s e c t i o n of t h i s r e p o r t , we have discussed the 
p o t e n t i a l b e n e f i t of work programs t o the examination process and 
have suggested t h a t they be u t i l i z e d . In our view, the EDP exami-
n a t i o n work program should i n c l u d e guidance f o r the review and 
e v a l u a t i o n of i n t e r n a l c o n t r o l . 
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6. Revised Reports of Examination 
We are p r e s e n t l y a s s i s t i n g a ta s k f o r c e of experienced 
EDP examiners i n the development of g u i d e l i n e s f o r a new form of 
report that w i l l i n c l u d e p r i n c i p a l l y the f o l l o w i n g : 
. Comments r e l a t i n g t o scope of examination. 
. Exceptions and d e f i c i e n c i e s noted during the examina-
t i o n r e q u i r i n g a c t i o n by the bank's board of 
d i r e c t o r s and management. 
. Other exceptions and d e f i c i e n c i e s noted during the 
examination. 
7. Bank Examination R e t r i e v a l Systems 
The OCC has begun i n v e s t i g a t i n g i n f o r m a t i o n r e t r i e v a l 
systems which have been developed by software vendors. We have 
reviewed the e f f o r t s of the OCC t o date and have a s s i s t e d the OCC 
i n d r a f t i n g d e t a i l e d examination software s p e c i f i c a t i o n s . We b e l i e v e 
that the d i r e c t i o n of OCC e f f o r t s i n t h i s respect i s appropriate. 
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SPECIAL SITUATIONS 
A major f u n c t i o n of the OCC i s the i d e n t i f i c a t i o n of those 
hanks which have a higher than normal p r o b a b i l i t y of f a i l i n g i n order 
to permit remedial a c t i o n to be taken at a s u f f i c i e n t l y e a r l y stage 
to prevent p o t e n t i a l f a i l u r e s to the detriment of the p u b l i c . There 
are, t h e r e f o r e , two e s s e n t i a l elements to the s u c c e s s f u l performance 
of the f u n c t i o n , namely, the a b i l i t y to i d e n t i f y "problem" banks and 
the a b i l i t y to compel remedial a c t i o n . 
Present Program 
The OCC has r e c e n t l y adopted a formal program designed to 
improve i t s s u r v e i l l a n c e over problem banks. The program i s intended 
(a) to a c c e l e r a t e the i d e n t i f i c a t i o n of a problem bank i n order to 
permit e a r l i e r remedial a c t i o n and (b) to provide the OCC w i t h improved 
means of c o n t i n u a l l y monitoring problem banks. Under the program, 
an examiner, upon i d e n t i f y i n g a problem, immediately informs the 
r e g i o n a l a d m i n i s t r a t o r i n order that s p e c i a l s u r v e i l l a n c e procedures 
can be implemented at both the r e g i o n a l and Washington l e v e l s . 
A bank can be designated as a s p e c i a l s i t u a t i o n bank f o r 
a v a r i e t y of reasons, based to some extent on the s u b j e c t i v e judgment 
of the examiner. Under the present program, a bank i s a u t o m a t i c a l l y 
so designated i f i t s "remaining c r i t i c i z e d a s s e t s " exceed a s p e c i f i e d 
percentage of "adjusted c a p i t a l funds" ( t h a t i s , those funds remaining 
a f t e r reducing c a p i t a l and reserve accounts by the amount of assets 
c l a s s i f i e d as l o s s and 50% of those c l a s s i f i e d as d o u b t f u l ) . 
"Remaining c r i t i c i z e d a s s e t s " are d e f i n e d as the sum of the remaining 
50% of assets c l a s s i f i e d as d o u b t f u l and p r e s c r i b e d percentages of 
assets c l a s s i f i e d as substandard and other loans e s p e c i a l l y 
mentioned. 
Under t h i s program, the OCC depends p r i m a r i l y on the a b i l i t y 
and p r o f e s s i o n a l judgment of bank examiners and r e g i o n a l o f f i c i a l s to 
d i s c o v e r c o n d i t i o n s t h a t , i f not remedied, c o u l d u l t i m a t e l y lead to a 
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bank's insolvency. The program a l s o i s designed t o strengthen the 
r e g i o n a l a d m i n i s t r a t o r s ' a b i l i t y t o i n s t i t u t e appropriate c o r r e c t i v e -
a c t i o n procedures t o d e a l w i t h such s p e c i a l s i t u a t i o n s . 
The e s s e n t i a l elements of the present program i n c l u d e the 
f o l l o w i n g : 
1. A s p e c i a l s i t u a t i o n s group i n the Washington o f f i c e . 
2. S p e c i f i c procedures t o be f o l l o w e d by n a t i o n a l bank 
examiners, r e g i o n a l a d m i n i s t r a t o r s and Washington 
s t a f f w i t h respect t o matters a f f e c t i n g s p e c i a l 
s i t u a t i o n banks. 
3. S p e c i a l r e p o r t s prepared by examiners based on data 
obtained from the banks and the submission of such 
r e p o r t s t o the Washington s p e c i a l s i t u a t i o n s group 
pursuant t o s p e c i f i c g u i d e l i n e s . 
4. C o o r d i n a t i o n between the Washington s p e c i a l s i t u -
a t i o n s group and r e g i o n a l personnel, i n c l u d i n g the 
concurrence of the Washington group w i t h respect 
t o the supervisory a c t i o n s planned by r e g i o n a l 
o f f i c e s t a f f s p r i o r t o t h e i r implementations. 
5. A requirement th a t r e g i o n a l a d m i n i s t r a t o r s i n s t r u c t 
d i r e c t o r s of banks i n the program t o implement 
s p e c i f i c p o l i c i e s , p l a n s , and procedures designed 
t o c o r r e c t e x i s t i n g problems. In a d d i t i o n , the 
d i r e c t o r s are i n s t r u c t e d t o adopt sound p o l i c i e s 
which should prevent the development of a d d i t i o n a l 
bank problems. 
6. Frequent review by r e g i o n a l a d m i n i s t r a t o r s of the 
r e s u l t s of plans adopted by bank d i r e c t o r s . 
Although the program i s o p e r a t i o n a l , i t i s s t i l l i n i t s 
formative stages. We suggest t h a t the present program be modified 
i n the f o l l o w i n g r e s p e c t s : 
1. Without l i m i t i n g the r i g h t of the examiner to e x e r c i s e 
h i s judgment based on h i s knowledge and experience and 
u n t i l such time as the N a t i o n a l Bank S u r v e i l l a n c e 
System suggested subsequently i n t h i s s e c t i o n of the 
r e p o r t i s o p e r a t i o n a l , f u r t h e r s p e c i f i c o b j e c t i v e 
g u i d e l i n e s should be e s t a b l i s h e d which would define 
more c l e a r l y a bank which could meet the d e f i n i t i o n 
of a "problem bank" These g u i d e l i n e s would, i n 
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p a r t , be based on peer group and key i n d i c a t o r data 
discussed i n the s u r v e i l l a n c e system r e p o r t s e c t i o n . 
2. Because of the s i g n i f i c a n t i n d u s t r y impact of a f a i l u r e of 
a l a r g e bank, we recommend t h a t , i n the case of large 
problem banks, s e l e c t e d s e n i o r examiners be assigned 
to monitor the banks' progress on a day-to-day b a s i s 
u n t i l such time as the problems are r e s o l v e d . Such 
examiners should have the a u t h o r i t y to approve or 
disapprove, w i t h the concurrence of the r e g i o n a l 
a d m i n i s t r a t o r , a l l procedures proposed by the bank 
to r e s o l v e the s i t u a t i o n s i n question. In a d d i t i o n , 
they would be i n a p o s i t i o n to n o t i f y the r e g i o n a l 
a d m i n i s t r a t o r immediately of any f u r t h e r adverse develop-
ments. The r e g i o n a l a d m i n i s t r a t o r would r e l a y such 
i n f o r m a t i o n to the Washington s p e c i a l s i t u a t i o n s group 
i n keeping w i t h h i s r e s p o n s i b i l i t y of informing the 
group c u r r e n t l y of a l l major developments r e l a t i n g 
to the s i t u a t i o n i n question, i n c l u d i n g steps being 
taken to remedy the problem. Should there be a 
d i f f e r e n c e of view between the r e g i o n a l a d m i n i s t r a t o r 
and the Washington group, the matter should be r e s o l v e d 
by the Comptroller. 
3. In the case of s m a l l e r banks, we suggest that a q u a l i f i e d 
examiner (as c o n t r a s t e d to the s e l e c t e d s e n i o r examiners 
mentioned above) i n the r e g i o n be assigned t o monitor 
the a f f a i r s of the s p e c i a l s i t u a t i o n bank u n t i l the 
s i t u a t i o n has been remedied. This examiner would v i s i t 
the bank as f r e q u e n t l y as necessary to review c l o s e l y 
the progress being made, to v e r i f y the i n f o r m a t i o n con-
t a i n e d i n the bank's progress r e p o r t s to the OCC, and 
to determine whether there were any i n d i c a t i o n s of 
f u r t h e r d e t e r i o r a t i o n . 
4. In view of the h i g h l y complex nature of s p e c i a l s i t u a t i o n s , 
the Washington group g e n e r a l l y should comprise o n l y 
s e n i o r examiners who have had broad experience i n these 
s i t u a t i o n s . 
NATIONAL BANK SURVEILLANCE SYSTEM (NBSS) 
The s p e c i a l s i t u a t i o n s program described above i s designed 
to supervise c l o s e l y the a f f a i r s of a n a t i o n a l bank a f t e r i t has been 
i d e n t i f i e d as a problem bank. We b e l i e v e that the OCC r e q u i r e s a 
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system that w i l l a l e r t i t on a more t i m e l y b a s i s to d e t e r i o r a t i n g 
c o n d i t i o n s i n i n d i v i d u a l banks or i n the n a t i o n a l banking system as 
a whole. This appears to be p a r t i c u l a r l y p e r t i n e n t i n these times 
of banks' r e l i a n c e on h i g h l y v o l a t i l e funds and t h e i r involvement i n 
r e l a t i v e l y high r i s k a c t i v i t i e s , such as maintaining h i g h l e v e l s of 
out-of-area loans. A c c o r d i n g l y , we are recommending a system which 
we c a l l the N a t i o n a l Bank S u r v e i l l a n c e System. 
This s u r v e i l l a n c e system would comprise f o u r b a s i c elements: 
A d a t a - c o l l e c t i o n system. 
A computer-based monitoring system that would 
detect unusual or s i g n i f i c a n t l y changed circum-
stances w i t h i n a bank and w i t h i n the n a t i o n a l 
banking system. 
An e v a l u a t i o n by experienced personnel of the impact 
of such changes on bank soundness. 
A review procedure that would provide a d m i n i s t r a t i v e 
c o n t r o l s over a l l proposed OCC remedial a c t i o n s , 
i n c l u d i n g those of Washington personnel. 
Through the use of computer p r o c e s s i n g , r a t i o c a l c u l a t i o n s 
using each key i n d i c a t o r would be compared w i t h : 
The r e s u l t s of comparable c a l c u l a t i o n s f o r p r i o r 
periods f o r the i n d i v i d u a l bank. 
The r e s u l t s of comparable c a l c u l a t i o n s f o r the 
bank's peer group f o r both current and p r i o r 
periods. 
S t a t i s t i c s would be developed f o r each bank and each 
peer group using key i n d i c a t o r s and combinations of c e r t a i n key i n d i -
cators. Subsequent a n a l y s i s would be i n i t i a t e d f o r banks whose 
s t a t i s t i c s e i t h e r f a l l o utside acceptable ranges or vary s i g n i -
f i c a n t l y w i t h i n acceptable ranges. 
Peer group trends would be p r o j e c t e d based on h i s t o r i c a l 
data f o r purposes of i n i t i a l comparison. These p r o j e c t e d trends 
would be r e v i s e d to a c t u a l as current data became a v a i l a b l e . 
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The use of p r o j e c t e d trends f o r i n i t i a l peer group com-
parisons f o r the current p e r i o d should enable the OCC to process 
c a l l r e p o r t s of c o n d i t i o n , r e p o r t s of income, and other r e p o r t s 
as they are r e c e i v e d r a t h e r than w a i t i n g f o r a l l such r e p o r t s to 
become a v a i l a b l e . This should r e s u l t i n banks e x h i b i t i n g key 
i n d i c a t o r anomalies being designated f o r p r i o r i t y review at the 
e a r l i e s t p o s s i b l e moment and should smooth computer work loads. 
Monitoring System 
E s s e n t i a l l y the monitoring system would i n v o l v e the 
f o l l o w i n g : 
S e l e c t i o n of key i n d i c a t o r s t h a t would be used to 
detect unusual or s i g n i f i c a n t l y changed circum-
stances which c o u l d a d v e r s e l y a f f e c t a bank or 
group of banks. 
Development of a r e p o r t i n g system that would permit 
s e l e c t e d data to be c o l l e c t e d . 
Development o f a computer-based system that would 
permit the pr o d u c t i o n of a c t i o n - o r i e n t e d r e p o r t s . 
Establishment of a s p e c i a l group of examiners who 
would take appropriate and t i m e l y a c t i o n s on 
the b a s i s of the r e p o r t s developed. 
Key I n d i c a t o r s 
We have developed, i n c o n s u l t a t i o n w i t h OCC personnel, 
a s e r i e s of primary key i n d i c a t o r s which, we b e l i e v e , are l e a d i n g , 
r a t h e r than l a g g i n g i n d i c a t o r s and which should a l e r t the OCC to 
unusual or changing circumstances t h a t might i n d i c a t e the exis t e n c e 
of p o t e n t i a l problems. 
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The twenty-two primary i n d i c a t o r s which we recommend 
f o r i n i t i a l adoption by the OCC, which would apply to a l l n a t i o n a l 
banks, are summarized below and described i n some d e t a i l i n the 
accompanying Appendix I I . 
Banking Departments 
F i n a n c i a l C o n d i t i o n 
Nonincome-Producing Loans. 
R a t i o of Loans to Adjusted C a p i t a l Funds. 
Volume of Key Earning Assets. 
I n d i r e c t Loans, i n c l u d i n g Loans to A f f i l i a t e s . 
R a t i o of Discounted Loans to Unearned Income. 
Borrowed Funds. 
Fo r e i g n Deposits. 
Deposit Mix. 
Results of Operations 
Net I n t e r e s t Earnings. 
Sources of T o t a l Revenues. 
Other Revenues. 
P r o v i s i o n f o r Loan Losses. 
I n t e r e s t P a i d on Out-of-Area Deposits. 
Other Operating Expenses. 
Return on T o t a l Assets. 
Q u a l i t y of Management 
. High-Risk, Middle-Management Experience. 
A u d i t Expenditures. 
Banking Department S a l a r i e s . 
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Trust Departments 
Q u a l i t y of Account A d m i n i s t r a t i o n 
Number of A c t i v e Accounts Administered per Trust 
O f f i c e r . 
Trust Personnel Experience. 
Trust Department S a l a r i e s . 
R esults of Operations 
Trust Income. 
I t i s g e n e r a l l y acknowledged tha t c l o s e r a t t e n t i o n should 
be given t o the l a r g e r banks than t o banks i n g e n e r a l , f o r two p r i n c i -
p a l reasons. I n the f i r s t p l a c e , the f a i l u r e or near f a i l u r e of a 
l a r g e bank can have a major impact on the p u b l i c ' s confidence i n the 
banking system as a whole. Secondly, a c t i v i t i e s which can r e s u l t i n 
a severe and r e l a t i v e l y r a p i d d e t e r i o r a t i o n i n a bank's f i n a n c i a l con-
d i t i o n , such as extensive f o r e i g n exchange t r a d i n g or heavy r e l i a n c e 
on v o l a t i l e funds, are t y p i c a l l y unique to l a r g e r banks. A c c o r d i n g l y , 
the OCC should i n c l u d e i n the NBSS a d d i t i o n a l key i n d i c a t o r s t o be 
a p p l i e d only to banks w i t h assets i n excess of $500 m i l l i o n . 
The a d d i t i o n a l l a r g e bank key i n d i c a t o r s we would suggest 
i n i t i a l l y are as f o l l o w s : 
Banking Departments 
F i n a n c i a l C o n d i t i o n 
Asset Growth Rate. 
U n r e a l i z e d Losses i n Investment P o r t f o l i o . 
L e v e l of Out-of-Area Loans or Deposits. 
P o r t f o l i o Concentrations. 
Ratings of C a p i t a l Notes and Other 
Indebtedness. 
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R e s u l t s of Operations 
Y i e l d from S e c u r i t i e s P o r t f o l i o s . 
Charge-Offs of Loans t o P a r t i c u l a r I n d u s t r i e s . 
Losses on S e c u r i t i e s Transactions. 
Q u a l i t y of Management 
Recovery of Charge-Offs. 
Loans per C r e d i t O f f i c e r . 
V i o l a t i o n s of Laws and Regulations. 
Consumer Complaints. 
Other 
Stock P r i c e F l u c t u a t i o n s . 
. Debt of A f f i l i a t e s . 
Number of I n t e r n a l A u d i t o r s . 
Trust Departments 
Q u a l i t y of Account A d m i n i s t r a t i o n 
Number of Debt and E q u i t y Issues Held per 
Decision-Making Employee. 
Legal S u i t s . 
As the OCC gains experience i n u s i n g NBSS, i t undoubtedly 
w i l l f i n d i t d e s i r a b l e or necessary to s u b s t i t u t e new key i n d i c a t o r s 
f o r those i n i t i a l l y adopted. The need f o r these changes w i l l occur, 
not only as a r e s u l t of the i d e n t i f i c a t i o n of i n d i c a t o r s having 
higher d i s c r i m i n a t o r y q u a l i t i e s , but a l s o because of changing 
i n d u s t r y c o n d i t i o n s . We have designed NBSS i n such a manner that 
these s u b s t i t u t i o n s w i l l not be d i s r u p t i v e to the system's 
e f f e c t i v e n e s s . 
C-64 
Peer Groups 
To be f u l l y e f f e c t i v e , the data gathered f o r NBSS should be 
c l a s s i f i e d i n such a manner t h a t banks w i t h common c h a r a c t e r i s t i c s 
are grouped together (peer groups). 
With the n a t i o n a l banking system comprising approximately 
4,700 banks, the number of peer groups must be l i m i t e d or s i g n i f i c a n t 
impairment of s t a t i s t i c a l v a l i d i t y w i l l r e s u l t . 
I n s e l e c t i n g the peer groups f o r banks, we considered many 
f a c t o r s , i n c l u d i n g : 
Competition. 
Branching s t a t u s . 
Types of s e r v i c e s o f f e r e d . 
Types of l e n d i n g performed (wholesale banking, 
r e t a i l banking, consumer c r e d i t , e t c . ) . 
Geographic d i s t r i b u t i o n . 
S i z e . 
I n c o n s i d e r i n g the s e l e c t i o n o f peer groups f o r t r u s t 
departments, we have concluded t h a t r e l a t i v e s i z e i s the primary 
f a c t o r . As a r e s u l t , these peer groups should be i d e n t i f i e d simply 
as s m a l l , medium, and l a r g e t r u s t departments w i t h the d i s t i n c t i o n s 
being based on market values o f assets h e l d i n f i d u c i a r y c a p a c i t i e s . 
In our judgment, the banking department peer groups that 
c u r r e n t l y are most meaningful f o r a n a l y s i s by the monitoring system 
are: 




N a t i o n a l 
D e s c r i p t i o n Banks 
Banks w i t h t o t a l a s s e t s g r e a t e r than $1 b i l l i o n . . . . 55 
Banks w i t h t o t a l a ssets of $500 m i l l i o n t o 
$1 b i l l i o n 60 
Banks w i t h t o t a l a s s e t s of $100 m i l l i o n t o 
$500 m i l l i o n : 
In s t a t e s p e r m i t t i n g branch banking 200 
In s t a t e s which do not permit branch banking 150 
Banks w i t h t o t a l a s s e t s of $25 m i l l i o n t o 
$100 m i l l i o n : 
Banks w i t h p r i n c i p a l o f f i c e s i n a SMSA:* 
In s t a t e s which permit branch banking ... 200 
In s t a t e s which do not permit branch banking... 400 
Banks w i t h p r i n c i p a l o f f i c e s o u t s i d e a SMSA: 
In s t a t e s which permit branch banking 200 
In s t a t e s which do not permit branch banking. . . 500 
Banks w i t h a s s e t s of l e s s than $25 m i l l i o n : 
Banks w i t h p r i n c i p a l o f f i c e s i n a SMSA: 
In s t a t e s which permit branch banking 200 
In s t a t e s which do not permit branch banking. . . 400 
Banks w i t h p r i n c i p a l o f f i c e s o u t s i d e a SMSA: 
In s t a t e s which permit branch banking 300 
In s t a t e s which do not permit branch banking... 2,000 
As w i t h the key i n d i c a t o r s , OCC experience may subsequently 
i n d i c a t e that more meaningful analyses can be obtained by r e f i n i n g 
the composition of the peer groups. 
Reporting System 
The data to be reported p e r i o d i c a l l y by n a t i o n a l banks to 
the OCC would i n c l u d e much of the i n f o r m a t i o n p r e s e n t l y contained 
i n the c a l l r eport of c o n d i t i o n and r e p o r t of income as w e l l as 
*SMSA - Standard M e t r o p o l i t a n S t a t i s t i c a l Area, which Is defined 
as a county or contiguous counties c o n t a i n i n g a c i t y of 50,000 
popu l a t i o n or more. 
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a d d i t i o n a l i n f o r m a t i o n t o be i n c o r p o r a t e d i n t o other r e p o r t s . This 
a d d i t i o n a l i n f o r m a t i o n would i n c l u d e c e r t a i n asset and l i a b i l i t y 
data not p r e v i o u s l y c o l l e c t e d and other f i n a n c i a l and n o n f i n a n c i a l 
data f o r each area of i n t e r e s t . 
The a d d i t i o n a l data which we b e l i e v e should be c o l l e c t e d 
may appear t o pose an a d d i t i o n a l r e p o r t i n g burden on n a t i o n a l 
banks. We b e l i e v e , however, t h a t t h i s a d d i t i o n a l burden can be 
minimized through m o d i f i c a t i o n s o f e x i s t i n g r e p o r t s and the use 
of supplements to such r e p o r t s , i n c l u d i n g bank-prepared supplements 
to r e p o r t s of examination. The a d d i t i o n a l i n f o r m a t i o n t h a t should 
be c o l l e c t e d i s r e l a t e d , f o r the most p a r t , t o f a c t o r s which should 
be o f concern to management and, t h e r e f o r e , should be part of t h e i r 
i n f o r m a t i o n c o l l e c t i o n process. 
The data base would i n c l u d e the current standard c l a s s i f i -
c a t i o n t o be used i n r e p o r t i n g on n a t i o n a l and country c r e d i t s and 
a l s o would be updated f o r s e l e c t e d f i n d i n g s developed i n examina-
t i o n s o f i n d i v i d u a l banks i n such areas as: 
Soundness of p o l i c i e s and p r a c t i c e s . 
Adequacy of i n t e r n a l c o n t r o l procedures. 
. A p p r a i s a l of management. 
Q u a l i t y of net a s s e t s . 
L i q u i d i t y and c a p i t a l adequacy. 
V i o l a t i o n s of law. 
C o n f l i c t s of i n t e r e s t . 
S e l f - d e a l i n g . 
The f i e l d examiner would i n s e r t the above i n f o r m a t i o n on a 
standardized summary working paper, which would be reviewed f o r accu-
racy and completeness by the r e g i o n a l o f f i c e s t a f f p r i o r to i t s being 
forwarded to the Washington o f f i c e f o r ent r y i n t o the data base. 
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C e r t a i n other data r e p o r t e d on an exception b a s i s by banks 
would not n e c e s s a r i l y be uniform i n nature and, t h e r e f o r e , would not 
be r e a d i l y subject t o computer processing i n the manner des c r i b e d 
above. For example, m a t e r i a l events t o be r e p o r t e d by banks on the 
Form F-3 r e p o r t s d i s c u s s e d p r e v i o u s l y c o u l d cover a v a r i e t y of events. 
The i n f o r m a t i o n base, however, would c o n t a i n a h i s t o r i c a l r e c o r d o f 
the dates such documents were r e c e i v e d by the OCC, as w e l l as a summary 
o u t l i n e of t h e i r contents. 
Examples of the types of data t o be submitted by the OCC 
examiners and the banks are i n c l u d e d i n Appendix II. Data submitted 
by banks would be subject t o v e r i f i c a t i o n through the f o l l o w i n g 
procedures: 
Review f o r reasonableness p r i o r t o entry i n t o the 
in f o r m a t i o n base. 
E d i t i n g by use of computer r o u t i n e s designed t o 
r e j e c t i n c o n s i s t e n t data. 
General and l i m i t e d o n - s i t e examinations by the 
OCC examiners, the extent of which would be 
reduced i f the data were v e r i f i e d by i n t e r n a l 
a u d i t o r s or independent accountants. 
NBSS S p e c i a l i s t s 
Washington and r e g i o n a l s t a f f s would i n c l u d e s e n i o r OCC 
examiners ("NBSS s p e c i a l i s t s " ) whose d u t i e s would i n c l u d e a n a l y z i n g 
the r e p o r t s generated by the monitoring system. 
The major f u n c t i o n s performed by the Washington-based NBSS 
s p e c i a l i s t s would i n c l u d e : 
D e t e c t i n g s i g n i f i c a n t s h i f t s or trends i n peer 
group c h a r a c t e r i s t i c s . 
I n i t i a t i n g i n q u i r y i n t o peer group s h i f t s or 
trends t o assess any i m p l i c a t i o n s on the sound-
ness of the n a t i o n a l banking system. 
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M o n i t o r i n g , on a n a t i o n a l b a s i s , OCC p r i o r i t y 
review e f f o r t s regarding banks i d e n t i f i e d f o r 
cl o s e s u r v e i l l a n c e ( " p r i o r i t y reviews"). 
Ensuring that the t e c h n i c a l procedures performed 
by r e g i o n a l NBSS s p e c i a l i s t s are responsive to 
the r a p i d l y changing banking environment. 
Reporting p e r i o d i c a l l y to the Comptroller, or h i s 
designee, on the progress and s t a t u s of p r i o r i t y 
review e f f o r t s and r e l a t e d matters. 
Recommending to the Comptroller changes i n p o l i c y , 
r e g u l a t i o n s and s t a t u t e s responsive to adverse 
i n d u s t r y trends. 
The major f u n c t i o n s performed by the r e g i o n a l NBSS s p e c i a l -
i s t s would i n c l u d e : 
Reviewing and a n a l y z i n g i n f o r m a t i o n r e l a t i n g to 
banks designated f o r p r i o r i t y review. 
Recommending app r o p r i a t e i n v e s t i g a t i v e a c t i o n f o r 
the r e g i o n a l a d m i n i s t r a t o r ' s concurrence and 
adoption, i n c l u d i n g s t a f f i n g requirements where 
s p e c i a l e x p e r t i s e i s r e q u i r e d and the proposed 
scope of o n - s i t e l i m i t e d examinations, where 
appro p r i a t e . 
Reviewing and a n a l y z i n g i n f o r m a t i o n submitted on 
an i r r e g u l a r b a s i s by banks. 
Reviewing and a n a l y z i n g other f i n d i n g s developed by 
r e g i o n a l and Washington s t a f f s through the manual 
c o l l e c t i o n of interagency and p u b l i c information. 
Requesting i n d i v i d u a l banks to submit s p e c i f i c a d d i -
t i o n a l i n f o r m a t i o n to the OCC, when appropriate. 
Meeting w i t h d i r e c t o r s and/or s e n i o r management of 
banks e x h i b i t i n g key i n d i c a t o r anomalies w i t h a 
view toward e l i m i n a t i n g the need f o r o n - s i t e 
l i m i t e d examinations where banks have alrea d y 
i n i t i a t e d s a t i s f a c t o r y c o r r e c t i v e a c t i o n s . 
Updating the i n f o r m a t i o n base as the status o f banks 
designated f o r p r i o r i t y review changes. 
C o n s u l t i n g w i t h other r e g i o n a l s t a f f members, such 
as the r e g i o n a l counsel, as appropriate. 
C o o r d i n a t i n g requests by examiners f o r computer-
prepared r e p o r t s on i n d i v i d u a l banks. 
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NBSS Reports 
Through the use of computer p r o c e s s i n g , p r e l i m i n a r y analyses 
w i l l be made t o t r a c k the a c t i v i t i e s and c o n d i t i o n of the system and 
the banks, thereby i d e n t i f y i n g v a r i o u s trends, c o n d i t i o n s , and banks 
f o r p r i o r i t y review. As a means of d i r e c t i n g and o p t i m i z i n g the 
e f f e c t i v e n e s s of r e g i o n a l NBSS s p e c i a l i s t s , computer-prepared a c t i o n -
o r i e n t e d r e p o r t s would be p r i n t e d out i n r e g i o n a l o f f i c e s . Such 
r e p o r t s would i n c l u d e : 
An o v e r a l l r a n k i n g of the s e v e r i t y of observed key 
i n d i c a t o r anomalies t o provide a means of al l o w -
i n g the NBSS s p e c i a l i s t t o e s t a b l i s h h i s p r i o r i t i e s . 
I n d i v i d u a l and peer group comparisons f o r each key 
i n d i c a t o r f o r a s u f f i c i e n t number of periods so 
that s i g n i f i c a n t trends would be evident. 
Summary of the f i n d i n g s of recent examinations. 
Summary of i n f o r m a t i o n f i l e d under m a t e r i a l 
events r e p o r t s . 
L i s t i n g of r a t i o s f o r the bank and i t s peer group 
that would a s s i s t the NBSS s p e c i a l i s t i n narrow-
i n g the p o t e n t i a l causes of observed key i n d i c a -
t o r anomalies. 
When a key i n d i c a t o r f o r a bank i s determined t o be outside 
the range of a c c e p t a b i l i t y , c e r t a i n a d d i t i o n a l analyses and other 
procedures would be undertaken. I n i t i a l l y , f o r each bank designated 
f o r p r i o r i t y review, the computer-based p o r t i o n of the system would 
produce a l i s t i n g i n the r e g i o n a l o f f i c e s of the r e s u l t s of ad d i -
t i o n a l current and h i s t o r i c a l measurements f o r each of the components 
of the key i n d i c a t o r s f o r the i n d i v i d u a l bank and f o r i t s peer group. 
Supplemental a n a l y s i s might i n c l u d e reviewing computer-prepared pro-
j e c t e d statements of c o n d i t i o n based on observed trends w i t h i n the 
i n d i v i d u a l bank. In a d d i t i o n , the NBSS s p e c i a l i s t would review 
other a v a i l a b l e i n f o r m a t i o n , such as m a t e r i a l events r e p o r t s and 
recent r e p o r t s of examination. One purpose of performing 
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supplemental a n a l y s i s i s t o e s t a b l i s h p r i o r i t i e s f o r scheduling 
o n - s i t e l i m i t e d examinations and to c l a r i f y the scope and focus of 
each examination. 
A d d i t i o n a l a c t i o n - o r i e n t e d r e p o r t s to be prepared under 
NBSS would i n c l u d e : 
Reports of any a c t i o n s due but not reported as 
having been taken f o r follow-up by the NBSS 
s p e c i a l i s t s . 
Summary i n f o r m a t i o n f o r the r e g i o n a l adminis-
t r a t o r s o f progress and s t a t u s o f p r i o r i t y 
review e f f o r t s . 
Summary i n f o r m a t i o n f o r both the r e g i o n a l NBSS 
s p e c i a l i s t s and the r e g i o n a l a d m i n i s t r a t o r s 
t o be used i n e v a l u a t i n g the general c o n d i t i o n 
of the n a t i o n a l banking i n d u s t r y w i t h i n the 
region. 
S i m i l a r i n d u s t r y r e p o r t s f o r both the Washington-
based NBSS s p e c i a l i s t s and the Comptroller (or 
h i s designee) 
Other r e p o r t s supportive o f the f u n c t i o n s to be 
performed by the Washington-based NBSS 
s p e c i a l i s t s . 
Summary i n f o r m a t i o n of progress and st a t u s of 
n a t i o n a l p r i o r i t y review e f f o r t s f o r the 
Comptroller (or h i s designee) 
Computer-prepared r e p o r t s s i m i l a r t o the p r i o r i t y - r e v i e w 
r e p o r t s t o be used by r e g i o n a l NBSS s p e c i a l i s t s would be a v a i l a b l e 
on request f o r n o n p r i o r i t y banks. Examiners a l s o would be able t o 
ob t a i n , v i a the r e g i o n a l t e r m i n a l s , the standard r a t i n g s a p p l i e d by 
examiners i n l e a d banks to n a t i o n a l and country c r e d i t s . We expect 
these t o o l s to be v a l u a b l e i n the conduct o f examinations of a l l 
types. 
C-71 
Limited Examinations Employing  
Targeted Examination Procedures: 
The precise causes of observed anomalies for banks desig-
nated for priority review w i l l not always be apparent i n the analysis 
of the information referred to above, although such analysis should 
narrow the number of possible causes. Discussions with directors 
and/or senior bank management may also not lead to the identification 
of the causes, but should narrow the possi b i l i t i e s s t i l l further. 
Furthermore, the conditions described in reports on material events 
may be evaluated as having potentially adverse effects on bank soundness. 
Other findings of Washington and regional staffs developed through the 
collection of interagency and public information may be similarly 
evaluated. In each of the aforementioned instances, the regional 
NBSS specialist would become aware of the existence of factors that 
could affect the soundness of particular banks. As a result, how-
ever, of the available data described above, he would have eliminated 
as possible causes of the adverse conditions many otherwise possible 
causes and would, therefore, be i n a position to recommend the scope 
of limited examinations and to assess the type of examiner expertise 
required in the examination of the areas of interest. Based on this 
analysis, he would recommend to the regional administrator for con-
currence and implementation the type of staff expertise and the scope 
of the limited examination. 
The selected examiner in-charge of a limited examination 
would be responsible for the selection of the specific examination 
procedures and the determination of the manpower requirements. The 
specific procedures selected would depend on matters such as: 
Level of r i s k ascribable to the policies and 
practices employed by the bank. 
Evaluations of the quality of management. 
Evaluation of internal control, including the 
program of internal audit. 
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Scope of the most recent examination, i f any, con-
ducted by independent p u b l i c accountants and the 
r e s u l t s thereof. 
L o c a l and n a t i o n a l economic f a c t o r s . 
. Resu l t s of other procedures. 
Any bank monitoring system, i n c l u d i n g one that employs 
l i m i t e d examinations, w i l l have p r a c t i c a l c o n s t r a i n t s . We b e l i e v e , 
t h e r e f o r e , t h a t general bank examinations should be continued f o r 
the foreseeable f u t u r e , but on a l e s s frequent b a s i s than c u r r e n t l y 
r e q u i r e d . 
Controls Over Information Flow and  
Decision-Making Processes 
The OCC's i n f o r m a t i o n and decision-making processes under 
NBSS would, among other t h i n g s , i n c l u d e : 
The c o l l e c t i o n , t r a c k i n g , a n a l y s i s and ev a l u a t i o n 
of i n f o r m a t i o n t h a t leads the OCC t o b e l i e v e a 
s i t u a t i o n e x i s t s t h a t r e q u i r e s the i n i t i a t i o n 
of i n v e s t i g a t i v e a c t i o n . 
An i n v e s t i g a t i o n t h a t documents the ex i s t e n c e of 
a problem s i t u a t i o n and r e q u i r e s commencement 
of r e g u l a t o r y a c t i o n . 
A d m i n i s t r a t i v e c o n t r o l over these processes i s an e s s e n t i a l element 
of NBSS. C o n t r o l over the in f o r m a t i o n - g a t h e r i n g processes would be 
achieved through the monitoring by the r e g u l a t o r y i n f o r m a t i o n system 
of the r e c e i p t of such i n f o r m a t i o n and the generation of p e r i o d i c 
r e p o r t s that i n d i c a t e those banks i n noncompliance s t a t u s and sum-
marizes remedial actions taken as w e l l as the reasons t h e r e f o r . 
The s e l e c t i o n of a bank f o r p r i o r i t y review would be docu-
mented by the a c t i o n - o r i e n t e d r e p o r t s discussed above. In a d d i t i o n , 
d e c i s i o n s , such as whether a l i m i t e d examination i s r e q u i r e d , a l s o 
would be documented and subject t o review under the "Operations Review 
Program", described i n another s e c t i o n of t h i s r e p o r t . 
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B e n e f i t s from Implementation 
S u c c e s s f u l implementation of NBSS should provide the OCC 
w i t h a more e f f e c t i v e means of s u p e r v i s i n g the soundness of the 
n a t i o n a l banking system. Some a d d i t i o n a l expected b e n e f i t s are: 
B e t t e r and more f l e x i b l e u t i l i z a t i o n of examiner 
manpower. 
Fa s t e r r e a c t i o n time t o developing s p e c i a l 
s i t u a t i o n s . 
C o n s t r u c t i v e and more t i m e l y recommendations by 
OCC examiners. 
Enhanced c a p a b i l i t y t o diagnose the existence of 
c o n d i t i o n s l e a d i n g t o impairment of bank sound-
ness and the responsiveness of r e s u l t a n t remedial 
a c t i o n s . 
The implementation of NBSS a l s o would provide the OCC w i t h 
the data and e x p e r t i s e necessary t o enhance i t s c a p a b i l i t y f o r a n t i c i -
p a t i n g and planning f o r the impact of a r a p i d l y changing banking 
environment. 
I t should be recognized th a t t h i s i s a new system and would 
i n i t i a l l y be implemented t o s t a r t the c o l l e c t i o n of data and t o 
develop the c a p a b i l i t y and experience of the o r g a n i z a t i o n i n the 
e v a l u a t i o n of the i n f o r m a t i o n i t produces. The measurements and 
c r i t e r i a included i n our recommendations are p r e l i m i n a r y and are sub-
j e c t t o m o d i f i c a t i o n based on experience and changing c o n d i t i o n s and 
the development of an e m p i r i c a l base f o r r e d e f i n i t i o n . We recognize, 
f o r example, that even g r e a t e r d i f f e r e n c e s than contemplated at t h i s 
time may be r e q u i r e d i n the ha n d l i n g of the very l a r g e banks. 
In view of the p o t e n t i a l o p p o r t u n i t i e s that should a r i s e 
f o r r e a p p r a i s a l s , no f i n a l commitments as t o the s e l e c t i o n of key 
i n d i c a t o r s or t o p a r t i c u l a r s t a t i s t i c a l techniques should, i n our 
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judgment, be made at t h i s time. This does not, however, r u l e out 
d e c i s i o n s as to a d e s i r a b l e and promising set of i n d i c a t o r s t o begin 
w i t h or as t o p r e l i m i n a r y s p e c i f i c a t i o n s of the a n a l y t i c a l models 
i n i t i a l l y b e l i e v e d promising. 
Cooperation w i t h Other Agencies 
The c a l l r e p o r t s and c e r t a i n other s t a t i s t i c a l data are now 
re q u i r e d t o be f u r n i s h e d t o the F e d e r a l Reserve Banks and t o the Fed-
e r a l Deposit Insurance C o r p o r a t i o n . We have not i n q u i r e d of these 
agencies what s p e c i f i c use they make of t h i s i n f o r m a t i o n , but i t i s 
probable t h a t they compile v a r i o u s s t a t i s t i c a l analyses f o r t h e i r own 
purposes. We suggest t h a t i n q u i r y be made by the OCC of the p o s s i -
b i l i t y of these agencies u s i n g the s t a t i s t i c a l data compiled i n the 
NBSS (or s e l e c t e d p o r t i o n s of i t ) i n l i e u of t h e i r own c o m p i l a t i o n . 
This may i n v o l v e some m o d i f i c a t i o n i n the form i n which the data are 
compiled. 
P u b l i c a t i o n of Data 
The NBSS w i l l , as a necessary by-product of i t s operation, 
produce s t a t i s t i c a l data w i t h respect t o n a t i o n a l banks, arranged by 
peer groups. We recommend t h a t the OCC explore the p o s s i b i l i t y of 
p u b l i s h i n g t h i s data p e r i o d i c a l l y ( q u a r t e r l y or at l e a s t annually) 
f o r use of the n a t i o n a l banks and others who have an i n t e r e s t i n the 
banking i n d u s t r y . The p u b l i c a t i o n of the data would permit i n d i v i d u a l 
banks t o compare t h e i r c h a r a c t e r i s t i c s w i t h a group of s i m i l a r banks 
having these same c h a r a c t e r i s t i c s . 
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ENFORCEMENT AND PROTECTION POWERS 
At the present time, the OCC has the f o l l o w i n g p r i n c i p a l 
s t a t u t o r y powers t o prevent banks from engaging i n unsound p r a c t i c e s 
or v i o l a t i n g laws and r e g u l a t i o n s and t o p r o t e c t bank depo s i t o r s and 
other c r e d i t o r s : 
Issuance of cease-and-desist orders. 
Removal of d i r e c t o r s and/or o f f i c e r s . 
Appointment of conservators. 
Such powers are summarized i n the paragraphs below. 
The Comptroller may i s s u e and serve on a bank a n o t i c e of 
charges r e l a t i n g t o unsound p r a c t i c e s or v i o l a t i o n s of law and regu-
l a t i o n . The n o t i c e must s p e c i f y a date, between 30 and 60 days a f t e r 
the n o t i c e i s served, f o r a hearing t o determine whether a cease-and-
d e s i s t order should be iss u e d . A cease-and-desist order, i f i s s u e d , 
r e q u i r e s the bank and i t s d i r e c t o r s , o f f i c e r s , and employees t o cease 
and d e s i s t from engaging In such unsound p r a c t i c e s or v i o l a t i o n s of 
law and r e g u l a t i o n and t o take a f f i r m a t i v e a c t i o n t o remedy r e s u l t a n t 
c o n d i t i o n s . 
The Comptroller may i n s t i t u t e removal or suspension pro-
ceedings against any bank d i r e c t o r or o f f i c e r who has v i o l a t e d any 
law, r e g u l a t i o n or cease-and-desist order, or who has engaged i n any 
unsound p r a c t i c e s , by c e r t i f y i n g the f a c t s t o the Board of Governors 
of the Fed e r a l Reserve System. The Board of Governors i s au t h o r i z e d 
t o decide whether a d i r e c t o r or o f f i c e r should be removed or suspended 
based on the Comptroller's c e r t i f i c a t i o n . 
The Comptroller may appoint a conservator f o r a bank when-
ever necessary t o p r o t e c t the dep o s i t o r s and other c r e d i t o r s of the 
bank. The conservator takes possession of the bank's books, records, 
and assets pending f u r t h e r d i s p o s i t i o n of i t s business as provided 
by law. 
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We have been advised that these powers are used only occa-
s i o n a l l y , p r i n c i p a l l y i n circumstances th a t are d e s c r i b e d as c r i t i c a l . 
In our view, the OCC does not r e q u i r e s u b s t a n t i a l a d d i t i o n a l 
powers of enforcement, although the p e n a l t i e s r e l a t i n g t o c e r t a i n types 
of v i o l a t i o n s of law may need to be i n c r e a s e d and broadened. In a d d i -
t i o n , the e x i s t i n g powers could be u t i l i z e d by the OCC on a more t i m e l y 
b a s i s t o prevent d e t e r i o r a t i o n of a bank's f i n a n c i a l c o n d i t i o n . Under 
present law, considerable time i s r e q u i r e d t o e f f e c t the removal of a 
bank d i r e c t o r or o f f i c e r f o r cause. In the s e c t i o n of t h i s r e p o r t 
d e a l i n g w i t h corporate f u n c t i o n s we have suggested that the OCC con-
s i d e r proposing l e g i s l a t i o n that would g i v e i t more d i r e c t a u t h o r i t y 
t o remove a n a t i o n a l bank d i r e c t o r or o f f i c e r f o r cause. 
The enforcement method u t i l i z e d most f r e q u e n t l y by the OCC 
appears t o be moral suasion, p r i n c i p a l l y through reference t o s t a t u -
t o r y powers and reminding d i r e c t o r s of t h e i r s t a t u t o r y l i a b i l i t i e s . 
In a d d i t i o n t o these methods, a bank's d i r e c t o r s may be r e q u i r e d t o 
s i g n and r e t u r n t o the r e s p e c t i v e r e g i o n a l o f f i c e a progress r e p o r t . 
This r e p o r t a s s i s t s the OCC i n o b t a i n i n g compliance w i t h plans t h a t 
are responsive t o recommendations contained i n the report of exami-
n a t i o n . We recommend i n c r e a s e d use of such r e p o r t s . Further, a 
bank should be r e q u i r e d t o submit a r e p o r t whenever c o n d i t i o n s war-
r a n t , such as when: 
C l a s s i f i e d assets exceed a c e r t a i n percentage of 
adjusted c a p i t a l funds. 
Nonincome-producing loans exceed a c e r t a i n percent-
age of adjusted c a p i t a l funds. 
C r e d i t f i l e exceptions exceed a c e r t a i n percentage 
of the number or amount of loans outstanding. 
V i o l a t i o n s of law, both number of i n s t a n c e s and 
d u r a t i o n thereof, exceed s p e c i f i e d g u i d e l i n e s . 
I n d i c a t i o n s e x i s t of p o l i c i e s and p r a c t i c e s that 
could be expected t o l e a d t o an unsound 
c o n d i t i o n . 
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These r e p o r t s should i n d i c a t e the remedial measures i n s t i t u t e d by 
the bank and the progress made si n c e the date of the l a s t r e p o r t . 
The frequency of such r e p o r t s would be based on an e v a l u a t i o n of the 
s e v e r i t y of the c o n d i t i o n s or d e f i c i e n c i e s . 
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THE OFFICE OF THE COMPTROLLER OF THE CURRENCY 
SECTION D 
CORPORATE FUNCTIONS 
H A S K I N S & S E L L S 
CORPORATE FUNCTIONS 
INTRODUCTION 
In t h i s s e c t i o n of our r e p o r t we present our recommendations 
f o r improving the OCC's performance i n a major area of r e s p o n s i b i l i t y : 
the o r g a n i z a t i o n of n a t i o n a l banks and the s t r u c t u r e of the n a t i o n a l 
banking system. 
The f u n c t i o n s o f the OCC i n t h i s major area of r e s p o n s i b i l i t y 
i n c l u d e the pro c e s s i n g and the approval or d i s a p p r o v a l of a p p l i c a t i o n s 
f o r c h a r t e r s , branches ( i n c l u d i n g f o r e i g n branches), mergers, conver-
sions from s t a t e t o n a t i o n a l s t a t u s , name and l o c a t i o n changes, t r u s t 
powers, formation or a c q u i s i t i o n of s u b s i d i a r i e s , c a p i t a l changes, and 
ownership or management changes. For convenience, we w i l l r e f e r t o 
these a c t i v i t i e s of the OCC as "corporate f u n c t i o n s " 
When evaluated i n terms of broad r e s u l t s , the corporate 
f u n c t i o n s of the OCC have been w e l l performed. E n t r y c o n d i t i o n s 
f a v o r a b l e to both a high l e v e l o f competition and a sound banking 
system have been maintained. Changes i n banking s t r u c t u r e and oper-
a t i o n s have been accommodated i n response to changing economic condi-
t i o n s and i n ways which have g e n e r a l l y r e s u l t e d i n g r e a t e r b e n e f i t to 
the p u b l i c convenience and need. 
When evaluated i n terms of s p e c i f i c procedures, however, 
the performance of the OCC's corporate f u n c t i o n s could be improved. 
B r i e f l y put, the weakness of the present performance of corporate 
f u n c t i o n s by the OCC i s that i t s success depends too much upon the 
experience, judgment, and i n f o r m a l working r e l a t i o n s h i p s of a l i m i t e d 
number of key s t a f f members i n Washington and at the r e g i o n a l l e v e l . 
With the i n c r e a s i n g complexity, as w e l l as the r i s i n g volume, of 
a c t i v i t y , i t i s e s s e n t i a l t h a t the OCC e s t a b l i s h a more systematic 
approach to the performance of i t s corporate f u n c t i o n s . Our recom-
mendations are e s p e c i a l l y cogent when viewed in the per s p e c t i v e of 
l i k e l y changes i n the banking and f i n a n c i a l system over the next 
decade or so. 
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Present Procedures 
In 1974 the OCC r e c e i v e d i n excess of 1,500 a p p l i c a t i o n s 
i n the corporate f u n c t i o n s area. The type and number of a p p l i c a -
t i o n s vary c o n s i d e r a b l y among r e g i o n a l o f f i c e s depending upon such 
f a c t o r s as s t a t e branching laws, bank h o l d i n g company a c t i v i t i e s , and 
economic growth. For example, the r e g i o n a l o f f i c e i n C a l i f o r n i a 
processes a s i g n i f i c a n t number of branch a p p l i c a t i o n s and the r e g i o n a l 
o f f i c e i n Texas, a u n i t banking s t a t e , processes many c h a r t e r 
a p p l i c a t i o n s . 
The corporate f u n c t i o n u s u a l l y begins upon r e c e i p t of the 
r e q u i r e d a p p l i c a t i o n form and r e l a t e d m a t e r i a l s by the r e g i o n a l 
o f f i c e of the OCC. This f i r s t step, however, i s sometimes preceded 
by i n f o r m a l contact or d i s c u s s i o n between the a p p l i c a n t and the OCC 
personnel i n the r e g i o n a l o r Washington o f f i c e s . 
When an a p p l i c a t i o n i s accepted i n the r e g i o n a l o f f i c e , the 
a p p l i c a n t i s r e q u i r e d to p u b l i s h a n o t i c e of f i l i n g i n a newspaper 
of general c i r c u l a t i o n . The r e g i o n a l o f f i c e advises banks and 
other bank r e g u l a t o r y agencies of the f i l i n g . 
Most a p p l i c a t i o n forms and r e l a t e d m a t e r i a l s are i n i t i a l l y 
reviewed i n the r e g i o n a l o f f i c e . To the extent considered appro-
p r i a t e , the i n f o r m a t i o n i n the a p p l i c a t i o n forms and r e l a t e d m a t e r i a l s 
i s v e r i f i e d . For the most p a r t , v e r i f i c a t i o n c o n s i s t s of a f i e l d 
i n v e s t i g a t i o n performed by a n a t i o n a l bank examiner A d e t a i l e d 
r e p o r t i s prepared by the examiner performing the i n v e s t i g a t i o n . 
The r e p o r t on the I n v e s t i g a t i o n i n c l u d e s the examiner's recommenda-
t i o n f o r approval or d i s a p p r o v a l of the a p p l i c a t i o n . 
In v a r i o u s types of a p p l i c a t i o n s any p a r t y may p r o t e s t the 
a p p l i c a t i o n and may request a p u b l i c hearing. I f a hearing i s 
requested, the r e g i o n a l a d m i n i s t r a t o r , a s s i s t e d by r e g i o n a l counsel or 
a member of the Washington l e g a l s t a f f , conducts a p u b l i c hearing. 
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For each a p p l i c a t i o n the r e g i o n a l a d m i n i s t r a t o r makes a 
recommendation f o r approval or d i s a p p r o v a l of the a p p l i c a t i o n , 
which may agree o r disagree w i t h the recommendation of the examiner 
conducting the i n v e s t i g a t i o n . A p p l i c a t i o n f i l e s are then forwarded 
t o the Washington o f f i c e where they are reviewed by va r i o u s personnel 
i n the Bank Organization D i v i s i o n and the law and economics depart-
ments, by the deputy c o m p t r o l l e r f o r the re g i o n and, as appr o p r i a t e , 
by e i t h e r the deputy c o m p t r o l l e r having r e s p o n s i b i l i t y f o r new c h a r t e r s 
o r the deputy c o m p t r o l l e r having r e s p o n s i b i l i t i e s f o r mergers and 
branches. C e r t a i n reviewers o f the a p p l i c a t i o n f i l e i n the Washington 
o f f i c e r e c o r d t h e r e i n t h e i r recommendations f o r approval or d i s a p p r o v a l . 
U l t i m a t e l y the f i l e s are sent t o the Comptroller f o r h i s 
d e c i s i o n . I f he approves the a p p l i c a t i o n , a d d i t i o n a l procedures may 
be necessary t o assure t h a t the a p p l i c a n t has s a t i s f i e d a l l c o n d i t i o n s 
before f i n a l approval i s granted. For example, an a p p l i c a t i o n f o r a 
c h a r t e r i s approved subject to the f i l i n g and approval of a d d i t i o n a l 
i n f o r m a t i o n , a t which time the bank i s chartered and commences 
business. Disapprovals may r e s u l t i n requests f o r r e c o n s i d e r a t i o n 
and much i n f o r m a l as w e l l as formal communication. 
General E v a l u a t i o n Of Present Procedures 
The i n e f f i c i e n c i e s i n the present procedures begin with the 
a p p l i c a t i o n forms themselves. I n s t r u c t i o n s f o r completion of a p p l i c a -
t i o n s l a c k c l a r i t y i n c e r t a i n respects and r e q u i r e data i n a form not 
w e l l s u i t e d f o r f u r t h e r p r o c e s s i n g w i t h i n the OCC. Data t h a t do not 
appear t o be p e r t i n e n t to the decision-making process are re q u i r e d . 
Processing delays o f t e n r e s u l t from the need to r e t u r n a p p l i c a t i o n s 
f o r f u r t h e r p r e p a r a t i o n or c o r r e c t i o n by the a p p l i c a n t when the f a u l t 
may w e l l be i n the ambiguity of i n s t r u c t i o n s or the questionable 
relevance o f the r e q u i r e d i n f o r m a t i o n . 
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The p r o c e s s i n g o f a p p l i c a t i o n s imposes a s i g n i f i c a n t burden 
on the time of n a t i o n a l bank examiners. Extensive copying and 
r e o r g a n i z a t i o n of a p p l i c a t i o n data are r e q u i r e d t o put the informa-
t i o n i n a form more s u i t a b l e f o r f u r t h e r p r o c e s s i n g . The r e p o r t s 
that n a t i o n a l bank examiners must prepare seem unduly voluminous and 
d e t a i l e d i n many i n s t a n c e s . The v e r i f i c a t i o n of in f o r m a t i o n through 
f i e l d i n v e s t i g a t i o n s by n a t i o n a l bank examiners appears t o be more 
extensive than necessary and r e s u l t s i n d i v e r s i o n of examiners' time 
from examination a c t i v i t i e s . 
The successive reviews of a p p l i c a t i o n s and form u l a t i o n of 
recommendations at the r e g i o n a l and Washington l e v e l s r e s u l t i n a 
r e l a t i v e l y s u b s t a n t i a l d u p l i c a t i o n of e f f o r t . Some d u p l i c a t i o n 
might be j u s t i f i e d e i t h e r as independent o b j e c t i v e a p p r a i s a l s designed 
t o achieve a consensus or as an investment i n the t r a i n i n g and develop-
ment of s t a f f . T r a i n i n g and development can be accomplished, how-
ever, i n more e f f i c i e n t ways. A l s o , the present extent of d u p l i c a -
t i o n i n the corporate f u n c t i o n s area does not r e f l e c t a r a t i o n a l 
choice of proc e d u r a l a l t e r n a t i v e s but r a t h e r the e v o l u t i o n a r y expan-
s i o n of a c t i v i t i e s . 
In g e n e r a l , there i s i n s u f f i c i e n t d e l e g a t i o n of a u t h o r i t y 
i n the corporate f u n c t i o n s area. D u p l i c a t i o n of e f f o r t i n the 
proce s s i n g of a p p l i c a t i o n s r e s u l t s , i n l a r g e p a r t , from the c e n t r a l i z a -
t i o n of decision-making a u t h o r i t y . Such c e n t r a l i z a t i o n a l s o d e t r a c t s 
from the e f f e c t i v e n e s s of the OCC because the Washington s t a f f i s 
burdened w i t h a l a r g e volume of paperwork, which encroaches on the 
time and resources a v a i l a b l e f o r d e a l i n g w i t h s i g n i f i c a n t problems 
and p o l i c y i s s u e s . 
U n d e r l y i n g the procedural weaknesses i n the corporate func-
t i o n s area i s a l a c k of formal g u i d e l i n e s f o r the pro c e s s i n g of 
a p p l i c a t i o n s and the e x e r c i s e of decision-making a u t h o r i t y . Past 
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p r a c t i c e , precedent, and p o l i c i e s o f the present Comptroller as i n t e r -
p r e t e d by key s t a f f provide the i n f o r m a l g u i d e l i n e s on which the OCC 
f u n c t i o n s . The r e s u l t i s con s i d e r a b l e f l e x i b i l i t y i n the making of 
d e c i s i o n s on s p e c i f i c a p p l i c a t i o n s , which has both advantages and 
disadvantages. The decision-making process b e n e f i t s from the 
experience and judgment of key s t a f f , but the s t r u c t u r e of a u t h o r i t y 
based on such experience and judgment i s s u b t l e and complex. P o l i c y 
thus tends to be formulated on an ad hoc b a s i s and the decision-making 
process i s a f f e c t e d by some u n c e r t a i n t y about the f a c t o r s on which a 
d e c i s i o n w i l l t u r n . The i n f o r m a l procedures of the OCC i n v o l v e 
u n s t r u c t u r e d contacts and piecemeal communication between the OCC 
and a p p l i c a n t s and among the var i o u s s t a f f l e v e l s and departments of 
the OCC. 
Despite the procedural weaknesses i n the corporate f u n c t i o n s 
area, our survey of n a t i o n a l banks revealed a reasonably high degree 
of s a t i s f a c t i o n w i t h the performance of the OCC i n t h i s area. The 
survey data i n d i c a t e d that 20 t o 25 per cent of the a p p l i c a n t s In the 
corporate f u n c t i o n s area b e l i e v e t h a t the amount of time i n v o l v e d i n 
processing a p p l i c a t i o n s i s ex c e s s i v e , but only f i v e to s i x per cent 
s t a t e d that the OCC had not been h e l p f u l . We would th e r e f o r e 
emphasize again t h a t our recommendations i n the corporate f u n c t i o n s 
area are not i n response to any breakdown i n performance but are 
d i r e c t e d t o o p p o r t u n i t i e s f o r improvement i n e f f i c i e n c y and 
e f f e c t i v e n e s s . 
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RECOMMENDATIONS OF GENERAL APPLICABILITY 
1. Development o f formal, w r i t t e n statements of p o l i c i e s and  
d e c i s i o n g u i d e l i n e s . 
The OCC should develop f o r each type o f a p p l i c a t i o n i n the 
corporate f u n c t i o n s area a w r i t t e n statement of p o l i c y s e t t i n g f o r t h 
i n general the c o n d i t i o n s under which a p p l i c a t i o n s w i l l be re c e i v e d 
and f a v o r a b l y considered. A w r i t t e n statement of d e c i s i o n guide-
l i n e s should a l s o be developed f o r each type o f a p p l i c a t i o n and 
should set f o r t h the s p e c i f i c f a c t o r s to be considered i n the 
d e c i s i o n process. 
W r i t t e n statements o f p o l i c i e s and d e c i s i o n g u i d e l i n e s are 
e s s e n t i a l to gr e a t e r d e l e g a t i o n o f decision-making a u t h o r i t y w i t h i n 
the OCC, which we recommend. A l s o , w r i t t e n statements w i l l h e l p 
assure o r d e r l y and c o n s i s t e n t p r o c e s s i n g o f a p p l i c a t i o n s . F u r t h e r -
more, w r i t t e n statements of p o l i c i e s and d e c i s i o n g u i d e l i n e s are 
fundamental t o the development of an adequate program o f planning 
and e v a l u a t i o n , which we discuss i n another s e c t i o n o f t h i s report. 
P o l i c y statements and d e c i s i o n g u i d e l i n e s should be p e r i o d i c a l l y 
reviewed at the s e n i o r l e v e l o f r e s p o n s i b i l i t y w i t h i n the OCC as 
part o f an on-going program of planning and ev a l u a t i o n . 
The content of w r i t t e n statements of p o l i c i e s i n the cor-
porate f u n c t i o n s area should, o f course, be determined at the se n i o r 
l e v e l of r e s p o n s i b i l i t y w i t h i n the OCC. We suggest t h a t the p o l i c y 
statements emphasize t h a t a p p l i c a t i o n s f o r e n t r y t o the n a t i o n a l 
banking system, f o r extension of s e r v i c e s , or f o r o r g a n i z a t i o n a l or 
s t r u c t u r a l changes w i l l be viewed as business d e c i s i o n s o f the 
ap p l i c a n t s which w i l l be approved w i t h i n the s t a t u t o r y a u t h o r i t y o f 
the OCC unless the OCC f i n d s that the proposed changes would tend 
to be adverse to the p u b l i c i n t e r e s t . The f a c t o r s to be evaluated 
i n assessing the l i k e l y e f f e c t on the p u b l i c i n t e r e s t should be 
D-6 
i d e n t i f i e d i n the p o l i c y statement f o r each type of corporate func-
t i o n s a p p l i c a t i o n , e. g., the f i n a n c i a l soundness of the a p p l i c a n t , 
the c a p i t a l adequacy and managerial competence of the a p p l i c a n t , 
the competitive c o n d i t i o n s i n the r e l e v a n t market, and the p u b l i c 
convenience and need. We have not sought t o make d e f i n i t i v e 
recommendations about the content of p o l i c y statements i n the cor-
porate f u n c t i o n s area because the p o l i c i e s do, i n f a c t , e x i s t but 
need t o be committed t o w r i t i n g . Moreover, the development of 
w r i t t e n statements i s an important step i n the i n i t i a t i o n of an 
on-going program of planning and e v a l u a t i o n . 
In Appendix I I I we have set f o r t h i n some d e t a i l our sug-
gestions f o r w r i t t e n d e c i s i o n g u i d e l i n e s f o r each type of a p p l i c a -
t i o n i n the corporate f u n c t i o n s area. Although e x t e n s i v e , these 
suggestions are not meant t o be d e f i n i t i v e ; as w i t h p o l i c y s t a t e -
ments, the development of w r i t t e n d e c i s i o n g u i d e l i n e s should be 
undertaken w i t h the i n i t i a t i o n of an on-going program of planning 
and e v a l u a t i o n . Our b a s i c recommendation f o r d e c i s i o n g u i d e l i n e s 
i s t h a t the p e r t i n e n t f a c t o r s f o r each type of a p p l i c a t i o n be grouped 
i n t o three c a t e g o r i e s : (A) Major f a c t o r s f o r which a negative f i n d -
i n g on any one f a c t o r would o r d i n a r i l y r e s u l t i n d e n i a l of the a p p l i -
c a t i o n ; (B) Factors f o r which a negative f i n d i n g on one or more 
f a c t o r s would not n e c e s s a r i l y r e s u l t i n d e n i a l but which would need 
to be weighed i n the aggregate; and (C) Factors which may r e s u l t 
i n s i g n i f i c a n t p u b l i c b e n e f i t s . 
The w r i t t e n statements of p o l i c i e s and d e c i s i o n s g u i d e l i n e s 
should be published and maintained on a updated b a s i s . P u b l i c a t i o n 
i s e s s e n t i a l i n these days of increased concern about p u b l i c s c r u t i n y 
of government agencies. A l s o , p u b l i c a t i o n w i l l tend t o strengthen 
the planning and e v a l u a t i o n process. A f u r t h e r c o n s i d e r a t i o n i s 
that p u b l i c a t i o n of p o l i c y statements and d e c i s i o n g u i d e l i n e s should 
discourage a p p l i c a t i o n s which would be denied and should reduce the 
extent of i n f o r m a l and unstructured contact w i t h prospective a p p l i -
cants, which has posed a s i g n i f i c a n t burden on s t a f f time. 
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We recognize t h a t our recommendation f o r the development of 
w r i t t e n statements o f p o l i c i e s and d e c i s i o n g u i d e l i n e s i n the corpo-
r a t e f u n c t i o n s area i n v o l v e s a s i g n i f i c a n t change from the i n f o r m a l 
and, apparently, more f l e x i b l e approaches now prevalent w i t h i n the 
OCC. As we have s a i d above, however, the development of w r i t t e n 
statements i s e s s e n t i a l t o the g r e a t e r d e l e g a t i o n o f decision-making 
a u t h o r i t y w i t h i n the OCC and to the establishment of an adequate 
program of planning and e v a l u a t i o n . Banking and banking r e g u l a t i o n s 
have become more complex. The f u t u r e holds the prospect of even 
gr e a t e r complexity. The development o f w r i t t e n statements o f 
p o l i c i e s and d e c i s i o n g u i d e l i n e s i s an i n t e g r a l part of the changes 
th a t we b e l i e v e should be made i n the OCC to improve i t s c a p a b i l i t y 
t o perform i t s r e g u l a t o r y r e s p o n s i b i l i t i e s i n a r a p i d l y changing 
f i n a n c i a l system. 
W r i t t e n statements of p o l i c i e s and d e c i s i o n g u i d e l i n e s are 
not i n c o n s i s t e n t w i t h f l e x i b i l i t y and the e x e r c i s e o f judgment i n the 
e v a l u a t i o n o f a p p l i c a t i o n s i n the corporate f u n c t i o n s area. Excep-
t i o n s would be w i t h i n the d i s c r e t i o n o f the r e g i o n a l a d m i n i s t r a t o r s 
and/or the Comptroller. The ex i s t e n c e of w r i t t e n p o l i c i e s and guide-
l i n e s would h e l p assure documentation of the b a s i s f o r exceptions. 
A l s o , where d e c i s i o n g u i d e l i n e s i n d i c a t e d e n i a l of an a p p l i c a t i o n 
but the d e f i c i e n c i e s can be remedied by the a p p l i c a n t , contingent 
approvals can be granted on a c o n s i s t e n t b a s i s . 
2. Delegation of decision-making a u t h o r i t y t o r e g i o n a l  
a d m i n i s t r a t o r s . 
P i n a l decision-making a u t h o r i t y should be delegated t o the 
r e g i o n a l a d m i n i s t r a t o r s f o r a l l corporate a p p l i c a t i o n s , except those 
which r e l a t e to the entry i n t o the n a t i o n a l banking system, mergers, 
and the establishment of f o r e i g n branches and s u b s i d i a r i e s . 
A p p l i c a t i o n s which would f a l l w i t h i n the scope of a u t h o r i t y of 
r e g i o n a l a d m i n i s t r a t o r s would, t h e r e f o r e , i n c l u d e de novo branches, 
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changes i n hank capital structure, changes in locations of banking 
offices and in bank names, acquisition of trust powers, and acqui-
s i t i o n or formation of most domestic subsidiaries. However, the 
regional administrator would refer applications to the Comptroller 
i n those cases where: 
a. the application does not conform to the established 
c r i t e r i a but the regional administrator believes 
i t should be approved, or 
b. the application conforms to the established c r i t e r i a 
but the regional administrator believes i t should 
be denied. 
Also, i n cases where the decision guidelines might not clearly i n d i -
cate approval or disapproval, the regional administrator should refer 
the f i n a l decision to the Comptroller. We believe such referral to 
the Comptroller would apply, for example, to applications relating to 
acquisitions of subsidiaries of significant size. 
Delegation of greater authority to regional administrators 
would result in some reduction of workload i n the Washington office 
without a corresponding increase in workload at the regional level. 
Processing at the regional level is already geared to the formulation 
of a position by the regional administrator on the merits of each 
application. 
The regional office should furnish the Bank Organization 
and Structure Division i n the Washington office (probably weekly) 
with a status report on applications received and i n process. 
Summaries of applications which have been approved or denied should 
also be provided on a regular basis. 
Control of entry to the national banking system is clearly 
a fundamental aspect of the power of the Comptroller. Final deci-
sion-making authority on charters and conversions should therefore be 
retained by him. As actions on mergers and foreign branches and 
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s u b s i d i a r i e s , as w e l l as conversions, i n v o l v e r e l a t i o n s h i p s w i t h 
other F e d e r a l agencies, f i n a l decision-making a u t h o r i t y r e g a r d i n g 
such a p p l i c a t i o n s should a l s o be r e t a i n e d at the Washington l e v e l . 
3. Improvements i n a p p l i c a t i o n forms and i n s t r u c t i o n s . 
A p p l i c a t i o n forms should be r e v i s e d t o h i g h l i g h t i n f o r m a t i o n 
p e r t i n e n t t o the d e c i s i o n t o be made. Much of the data p r e s e n t l y 
r e q u i r e d i n a p p l i c a t i o n s are not used by OCC s t a f f i n the d e c i s i o n -
making process. While a p p l i c a t i o n f i l e s should, of course, be 
s u f f i c i e n t l y i n f o r m a t i v e and adequately documented t o support the 
d e c i s i o n process, the present i n f o r m a t i o n requirements can be stream-
l i n e d without i m p a i r i n g the b a s i s f o r decision-making. I n 
Appendix IV t o t h i s r e p o r t , we set f o r t h our recommendations i n t h i s 
regard. Our approach has been t o c l a s s i f y i n f o r m a t i o n requirements 
i n t o three c a t e g o r i e s : 
a. i n f o r m a t i o n t o be r e q u i r e d i n a l l a p p l i c a t i o n s , 
b. i n f o r m a t i o n already a v a i l a b l e t o the OCC about 
the a p p l i c a n t , the market or s e r v i c e area, and 
competitive f a c t o r s , and 
c. i n f o r m a t i o n of a supplementary nature which may 
be r e q u i r e d i n a l i m i t e d number of a p p l i c a t i o n s . 
The o b j e c t i v e of the OCC should be t o o b t a i n i n the a p p l i c a t i o n the 
types of i n f o r m a t i o n which experience has shown to be s u f f i c i e n t f o r 
d e c i s i o n s In most cases, i . e . , about 80 per cent of the cases. 
A d d i t i o n a l i n f o r m a t i o n needed i n about 20 per cent of the cases 
should not be r o u t i n e l y requested. Such need should be a n t i c i p a t e d 
i n s p e c i f i c cases at the r e g i o n a l l e v e l , i f p o s s i b l e , or r e q u i r e d as 
a supplement a f t e r i n i t i a l review of the a p p l i c a t i o n . The types of 
data that might be r e q u i r e d t o supplement an a p p l i c a t i o n are discussed 
i n the accompanying Appendix IV. 
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A p p l i c a t i o n data should be r e q u i r e d i n forms that can be 
processed w i t h i n the OCC without recopying or r e o r g a n i z a t i o n . A 
r e l a t i v e l y s i g n i f i c a n t amount of waste motion and delay can be avoided 
by r e d e s i g n i n g data requirements t o produce i n f o r m a t i o n d i r e c t l y per-
t i n e n t t o the decision-making process. By i n s i s t i n g upon s t r i c t 
compliance w i t h requirements f o r c i t a t i o n of data sources, the a p p l i -
c a t i o n can be streamlined while a l s o p r o v i d i n g an adequate b a s i s f o r 
v e r i f i c a t i o n . 
4. Improvements i n processing a p p l i c a t i o n s . 
S u b s t a n t i a l l y a l l p r o c e s s i n g of a p p l i c a t i o n s should be per-
formed by the r e g i o n a l o f f i c e s , i n c l u d i n g a p p l i c a t i o n s u l t i m a t e l y t o 
be approved or disapproved by the Comptroller. Communications w i t h 
a p p l i c a n t s should be the r e s p o n s i b i l i t y of r e g i o n a l o f f i c e personnel 
i n order t o e l i m i n a t e d u p l i c a t e and, i n some i n s t a n c e s , c o n t r a d i c t o r y 
communications between the a p p l i c a n t and OCC personnel i n the r e g i o n a l 
and Washington o f f i c e . I n c h a r t e r a p p l i c a t i o n s , f o r example, a p p l i -
cants have been confused because personnel i n both the r e g i o n a l o f f i c e 
and the Bank Organi z a t i o n D i v i s i o n and others i n Washington have com-
municated w i t h the a p p l i c a n t , sometimes w i t h c o n f l i c t i n g advice or 
i n s t r u c t i o n s . 
I n each r e g i o n a l o f f i c e , a corporate s p e c i a l i s t , r e p o r t i n g 
t o the r e g i o n a l a d m i n i s t r a t o r , should be appointed t o handle the pro-
c e s s i n g of a l l a p p l i c a t i o n s i n the corporate f u n c t i o n s area. The 
corporate s p e c i a l i s t would be r e s p o n s i b l e f o r c o o r d i n a t i n g and d i r e c t -
i n g the a c t i v i t i e s i n v o l v e d i n the acceptance, v e r i f i c a t i o n , and 
e v a l u a t i o n of a p p l i c a t i o n s . He would be a s s i s t e d by such p r o f e s -
s i o n a l and c l e r i c a l s t a f f as the nature and volume of a p p l i c a t i o n s 
would r e q u i r e . He would be expected to formulate recommendations 
f o r c o n s i d e r a t i o n by the r e g i o n a l a d m i n i s t r a t o r . 
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The p r o c e s s i n g of a p p l i c a t i o n s should i n c l u d e such v e r i f i -
c a t i o n of i n f o r m a t i o n submitted by a p p l i c a n t s , p r o t e s t a n t s , and others 
as the r e g i o n a l corporate s p e c i a l i s t considers appropriate. To the 
extent v e r i f i c a t i o n procedures need to be performed i n the f i e l d , the 
corporate s p e c i a l i s t should i n i t i a t e the request f o r an examiner t o 
conduct the s p e c i f i c procedures. 
The f i e l d i n v e s t i g a t i o n by the examiner should be l i m i t e d 
to v e r i f y i n g s p e c i f i c data and o b t a i n i n g supplemental data as 
d i r e c t e d by the corporate s p e c i a l i s t . The examiner should not be 
re q u i r e d , as he i s c u r r e n t l y , t o prepare a d e t a i l e d and comprehensive 
re p o r t c o n t a i n i n g s u b s t a n t i a l l y the same data as i n the a p p l i c a t i o n 
form. Furthermore, the examiner performing the f i e l d i n v e s t i g a t i o n 
should not be concerned w i t h a l l aspects of the a p p l i c a t i o n nor 
should he be r e q u i r e d t o make a recommendation f o r approval or d i s -
approval of the a p p l i c a t i o n . A f i e l d i n v e s t i g a t i o n should be con-
ducted only when other means of v e r i f y i n g the data are u n a v a i l a b l e 
or when deemed necessary by the r e g i o n a l corporate s p e c i a l i s t or the 
r e g i o n a l a d m i n i s t r a t o r . This suggested approach c o n s t i t u t e s a modi-
f i c a t i o n i n current procedures, as most a p p l i c a t i o n s a u t o m a t i c a l l y 
r e q u i r e f i e l d i n v e s t i g a t i o n s . This recommendation i s designed to 
minimize the time spent by an experienced examiner i n developing and 
preparing Information and f i n a n c i a l summaries and t o r e a s s i g n such 
a c t i v i t i e s , where a p p r o p r i a t e , t o c l e r i c a l s t a f f a s s i s t i n g the 
r e g i o n a l corporate s p e c i a l i s t . 
The development of t r a i n e d s t a f f s p e c i a l i z i n g i n the cor-
porate functions area at the r e g i o n a l l e v e l should improve e f f i c i e n c y 
i n s e v e r a l respects. In a d d i t i o n t o minimizing the time o f the 
n a t i o n a l bank examiners, the corporate s t a f f would have an opportunity 
to become w e l l acquainted with r e g i o n a l c o n d i t i o n s a f f e c t i n g a p p l i c a -
t i o n s as w e l l as O C C p o l i c i e s and procedures. The corporate s t a f f 
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should he able t o a n t i c i p a t e any problems or a d d i t i o n a l i n f o r m a t i o n 
requirements a f f e c t i n g a p p l i c a t i o n s , which should tend to reduce 
the time and e f f o r t r e q u i r e d o f a p p l i c a n t s as w e l l as s t a f f . With 
a s p e c i a l i z e d corporate s t a f f a s s i s t i n g him, the r e g i o n a l admin-
i s t r a t o r would be able t o make more e f f e c t i v e use of h i s time i n 
d e a l i n g w i t h corporate a p p l i c a t i o n s . 
Procedural g u i d e l i n e s should be incorporated i n t o a stand-
ard, p r a c t i c e manual s e t t i n g f o r t h step by step the procedures f o r 
r e c e i p t , v e r i f i c a t i o n , and review of a p p l i c a t i o n s . Sample forms, 
suggested form l e t t e r s , i n f o r m a t i o n requirements, and documentation 
requirements should be i n c l u d e d i n the manual. Standardized con-
t r o l s and. procedures are necessary i f an agency as complex and 
d i v e r s i f i e d as the OCC i s to keep a f i r m g r i p on i t s own a c t i v i t i e s . 
The Washington o f f i c e should monitor procedures i n the r e g i o n a l 
o f f i c e s and should coordinate the p e r i o d i c updating o f procedures 
and the procedures manual. Some v a r i a t i o n on procedures from r e g i o n 
to r e g i o n may be necessary and. d e s i r a b l e . The r e g i o n a l o f f i c e pro-
cedures, at a minimum, should i n c l u d e c o n t r o l l i n g records, correspond-
ence w i t h a p p l i c a n t s , v e r i f i c a t i o n of data, review of data f o r 
adequacy and documentation, and. e v a l u a t i o n o f the merits of the 
a p p l i c a t i o n s . Maintenance of records should be coordinated w i t h 
the NBSS data base system, discussed elsewhere i n t h i s r e p o r t . 
D u p l i c a t i o n of records and f i l e s should be c l o s e l y c o n t r o l l e d t o 
e l i m i n a t e unnecessary expense and storage. 
S p e c i f i c improvements suggested i n processing procedures 
f o r corporate a p p l i c a t i o n s are i n c l u d e d i n Appendix V. 
Wit h i n the Washington o f f i c e of the OCC we recommend that 
a new D i v i s i o n f o r Bank O r g a n i z a t i o n and S t r u c t u r e be formed t o 
o f f e r counsel and. guidance t o a s s i s t the r e g i o n a l a d m i n i s t r a t o r s 
i n the e x e r c i s e of t h e i r judgments and the r e g i o n a l corporate 
s p e c i a l i s t s i n t h e i r a c t i v i t i e s . 
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Although the involvement of Washington o f f i c e personnel i n 
the corporate a p p l i c a t i o n f u n c t i o n s under our proposal would be 
s u b s t a n t i a l l y reduced, they would f u n c t i o n as the cornerstone o f the 
OCC's corporate a c t i v i t y , p r o v i d i n g c o o r d i n a t i o n , experience, and 
e x p e r t i s e to a l l r e g i o n a l o f f i c e s . The t o t a l e f f e c t i v e n e s s o f the 
OCC i s dependent upon the cooperation and c o o r d i n a t i o n o f Washington 
and r e g i o n a l o f f i c e a c t i v i t i e s . A main t a s k o f the Washington s t a f f 
would be to suggest p o l i c y and procedures c o n s i s t e n t with the o v e r a l l 
o b j e c t i v e s o f the OCC. 
R e s p o n s i b i l i t i e s and f u n c t i o n s r e l a t i n g to corporate a c t i v -
i t i e s that should be r e t a i n e d i n Washington i n c l u d e : 
a. monitoring the n a t i o n a l banking system i n the area 
o f current and expected changes i n banking s t r u c t u r e , 
ownership, management, and p e r m i s s i b l e a c t i v i t i e s ; 
b. p r o v i d i n g the Comptroller and others i n the OCC w i t h 
i n f o r m a t i o n r e q u i r e d f o r i n t e r n a l planning and f o r 
proposing or responding to l e g i s l a t i o n and r e g u l a t i o n ; 
c. a d v i s i n g the Comptroller on those a p p l i c a t i o n s where 
d e c i s i o n a u t h o r i t y i s not delegated to the r e g i o n a l 
a d m i n i s t r a t o r s ; and 
d. p r o v i d i n g d i r e c t i o n , counsel, and guidance to r e g i o n a l 
a d m i n i s t r a t o r s and r e g i o n a l corporate s p e c i a l i s t s 
as requested or i n circumstances which do not f i t 
w i t h i n the promulgated d e c i s i o n g u i d e l i n e s . 
5. Approval o f expansion o f bank a c t i v i t i e s . 
Responses to the N a t i o n a l Bank Questionnaire, t o which 
reference has been made e a r l i e r i n t h i s r e p o r t , i n d i c a t e that a number 
of banks are c o n s i d e r i n g e n t e r i n g new l i n e s o f a c t i v i t y . In some 
instances new a c t i v i t i e s w i l l be undertaken d i r e c t l y by the bank and 
i n others by a s u b s i d i a r y or a f f i l i a t e of the bank. 
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At the present time, c e r t a i n a c t i v i t i e s which are poten-
t i a l l y hazardous to bank soundness may be engaged i n without the 
p r i o r approval of the OCC. Fo r e i g n exchange operations or m u n i c i p a l 
s e c u r i t y u n d e r w r i t i n g , f o r example, may be areas where the OCC should 
consider the q u a l i f i c a t i o n s o f a bank's management p r i o r t o a l l o w i n g 
the bank to commence such a c t i v i t y . The OCC should i d e n t i f y those 
permitted a c t i v i t i e s which have s i g n i f i c a n t exposure t o r i s k and 
decide which should be subject to p r i o r approval. Such approval 
would be based upon the OCC's review o f the f i n a n c i a l resources o f 
the a p p l i c a n t bank and i t s management c a p a b i l i t i e s i n the s p e c i f i c 
a c t i v i t y . 
Since the a c t i v i t i e s here being discussed are those which 
are p o t e n t i a l l y hazardous t o the soundness of the bank, we b e l i e v e 
t h a t , at the outset, approval a u t h o r i t y should be r e t a i n e d by the 
Comptroller. As experience i s gained and d e c i s i o n g u i d e l i n e s are 
developed i t i s p o s s i b l e t h a t the Comptroller may delegate d e c i s i o n -
making a u t h o r i t y to the r e g i o n a l a d m i n i s t r a t o r s . 
6. Increased a u t h o r i t y concerning changes i n ownership and  
management. 
The OCC c u r r e n t l y approves or r e j e c t s proposed management 
( d i r e c t o r s and s e n i o r o f f i c e r s ) and ownership o n l y with respect to 
new n a t i o n a l banks. Subsequent changes i n management and ownership, 
i n c l u d i n g those i n v o l v i n g c o n t r o l o f the bank, do not r e q u i r e OCC 
approval, except when the t r a n s a c t i o n i s a merger. 
Preventing a c q u i s i t i o n and c o n t r o l o f banks by persons 
l a c k i n g c haracter, i n t e g r i t y , r e s p o n s i b i l i t y , or experience may be 
f a r more important f o r e s t a b l i s h e d banks than f o r new banks, because 
of the g r e a t e r s i z e and the gr e a t e r impact on an area of a f a i l u r e 
o f an e x i s t i n g bank. 
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To prevent c o n t r o l of n a t i o n a l banks by i n d i v i d u a l s or 
o r g a n i z a t i o n s which could p o t e n t i a l l y t h r e a t e n bank soundness, the 
OCC should seek l e g a l a u t h o r i z a t i o n to r e q u i r e r e g i s t r a t i o n with the 
r e g i o n a l o f f i c e of the OCC of any person or o r g a n i z a t i o n proposing 
to acquire c o n t r o l o f a n a t i o n a l bank (or c o n t r o l of an e n t i t y con-
t r o l l i n g a n a t i o n a l bank) at l e a s t 60 days p r i o r to o b t a i n i n g such 
c o n t r o l . Such r e g i s t r a t i o n would c o n t a i n the names, adresses and 
i n t e r e s t h e l d or to be a c q u i r e d by each member of the c o n t r o l group, 
and of any proposed changes o f o f f i c e r s and d i r e c t o r s . For the 
purposes of t h i s r e g u l a t i o n , " c o n t r o l " could be d e f i n e d as ownership 
of a s p e c i f i e d percentage of the outstanding shares o f the c a p i t a l 
stock, and ownership would Include shares h e l d d i r e c t l y by such 
person and those h e l d b e n e f i c i a l l y f o r such person. 
The r e g i o n a l corporate s p e c i a l i s t would be r e s p o n s i b l e f o r 
the processing and v e r i f i c a t i o n of the i n f o r m a t i o n r e l a t i n g t o owner-
s h i p and management changes. The r e g i o n a l a d m i n i s t r a t o r would recom-
mend approval or d i s a p p r o v a l and forward the a p p l i c a t i o n to the Comp-
t r o l l e r f o r h i s d e c i s i o n . 
We a l s o recommend that the OCC seek l e g i s l a t i o n which would 
permit the removal o f s e n i o r o f f i c e r s or d i r e c t o r s more promptly than 
under current procedures. In a d d i t i o n , the l e g i s l a t i o n should pro-
vide that the removal order become e f f e c t i v e when i s s u e d by the OCC, 
i n c o n t r a s t t o the current p r a c t i c e of becoming e f f e c t i v e only when 
issued by the Board of Governors of the F e d e r a l Reserve System. The 
OCC should continue to n o t i f y the F e d e r a l Reserve Board o f a c t i o n s 
taken t o remove o f f i c e r s or d i r e c t o r s . The o f f i c e r or d i r e c t o r who 
i s the subject o f the removal order should have the r i g h t t o appeal 
to the Federal Reserve Board w i t h i n 60 days and p r o v i s i o n should be 
made f o r prompt d i s p o s i t i o n of such appeals. During the p e r i o d i n 
which the appeal and hearing procedures are pending, the o f f i c e r or 
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d i r e c t o r should be precluded from s e r v i n g the bank i n any capacity. 
The Comptroller should have the a u t h o r i t y to I n i t i a t e a c t i o n to remove 
o f f i c e r s or d i r e c t o r s based on a recommendation of the r e g i o n a l 
a d m i n i s t r a t o r . 
7. D i v i s i o n o f t r u s t powers. 
The discharge o f c e r t a i n t r u s t f u n c t i o n s r e q u i r e s minimum 
experience while the proper performance of others r e q u i r e s s i g n i f i c a n t 
management e x p e r t i s e and other resources. Small or new t r u s t depart-
ments do not compete with l a r g e r , w e l l e s t a b l i s h e d t r u s t departments 
and t h e r e f o r e may not need the same scope o f t r u s t powers. 
In r e c o g n i t i o n o f the above, the OCC should study the 
various t r u s t a c t i v i t i e s with a view to c a t e g o r i z i n g them based on 
e x p e r t i s e and resources r e q u i r e d . I f such c a t e g o r i z a t i o n i s p r a c t i -
cable, banks a p p l y i n g t o engage i n t r u s t a c t i v i t i e s should be r e q u i r e d 
to demonstrate the c a p a b i l i t y o f competent management f o r each type 
of a c t i v i t y p r i o r to r e c e i v i n g such t r u s t power. Approval of t r u s t 
powers should be delegated to r e g i o n a l a d m i n i s t r a t o r s . 
Many n a t i o n a l banks have t r u s t powers which they are not 
c u r r e n t l y using. Many of these were granted p r i o r to the time tha t 
the Comptroller was designated as the a u t h o r i t y to grant t r u s t powers 
t o n a t i o n a l banks. A bank with such dormant powers can a c t i v a t e 
them at any time without current approval or c o n s i d e r a t i o n by the 
Comptroller of the bank's a b i l i t y to perform the r e l a t e d t r u s t func-
t i o n s properly. We suggest tha t a l l dormant t r u s t powers be res c i n d e d 
and t h a t a f f e c t e d banks be r e q u i r e d to reapply to the OCC should they 
wish to engage i n t r u s t a c t i v i t i e s . We f u r t h e r suggest that i n the 
fu t u r e a l l i n a c t i v e t r u s t powers become i n v a l i d a f t e r a s p e c i f i e d 
p e r i o d of time. 
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8. Expanded requirements f o r o f f e r i n g c i r c u l a r s . 
S e c u r i t i e s i s s u e d by a bank are exempt from the r e g i s t r a -
t i o n and p r o s p e c t u s - d e l i v e r y p r o v i s i o n of the S e c u r i t i e s Act o f 1933. 
However, they are subject t o the general a n t i f r a u d p r o v i s i o n of t h a t 
Act and Rule 10b-5 promulgated under the S e c u r i t i e s Exchange Act of 
1934. C u r r e n t l y , the OCC r e q u i r e s o f f e r i n g c i r c u l a r s only i n o f f e r -
ings o f common stock by new banks and o f c a p i t a l debentures by a l l 
banks. 
We b e l i e v e t h a t the present o f f e r i n g c i r c u l a r requirements 
should be expanded to cover a l l p u b l i c s a l e s o f s e c u r i t i e s by e x i s t -
i n g banks as w e l l as newly organized banks. The o f f e r i n g c i r c u l a r s 
should c o n t a i n approximately the same d i s c l o s u r e s r e q u i r e d o f banks 
with 500 or more shareholders under Comptroller's r e g u l a t i o n 12 
C.F.R. 11. 
A p r i v a t e placement o f s e c u r i t i e s should be c l e a r l y defined, 
and o f f e r i n g s which meet that d e f i n i t i o n should be exempt from the 
requirement o f c i r c u l a r i z a t i o n . In d e f i n i n g a p r i v a t e placement, 
the OCC should use the c r i t e r i a p r e s e n t l y used by the S e c u r i t i e s 
and Exchange Commission, i . e . , (1) the number of o f f e r e e s and t h e i r 
r e l a t i o n s h i p t o each other and to the i s s u e r ; (2) the number of 
u n i t s o f f e r e d ; (3) the s i z e o f the o f f e r i n g ; and, (4) the manner 
o f o f f e r i n g . 
F i n a n c i a l statements i n c l u d e d i n o f f e r i n g c i r c u l a r s should 
be prepared i n accordance with g e n e r a l l y accepted accounting p r i n -
c i p l e s which are c o n s i s t e n t with the requirements o f the S e c u r i t i e s 
and Exchange Commission. 
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9. Approval of f o r e i g n branches. 
A p p l i c a t i o n s f o r f o r e i g n branches by n a t i o n a l banks are 
c u r r e n t l y f i l e d w i t h and approved or denied by the Board o f Governors 
of the Federal Reserve System (FRS). In view o f the r i s k s a s s o c i -
ated with f o r e i g n branching and the p o t e n t i a l impact on bank soundness, 
the OCC should approve an a p p l i c a t i o n f o r a f o r e i g n branch before I t 
i s considered by the FRS. 
Processing o f f o r e i g n branch a p p l i c a t i o n s should be per-
formed i n the r e g i o n a l o f f i c e to the extent p o s s i b l e . In making a 
recommendation on the a p p l i c a t i o n , the r e g i o n a l a d m i n i s t r a t o r should 
consider such matters as the c o n d i t i o n o f the bank, the a b i l i t y o f 
the bank's management t o assume the r i s k s i n v o l v e d , the q u a l i t y and 
character o f the proposed management o f the f o r e i g n branch, and the 
performance of other f o r e i g n branches of the bank, i f any. 
Washington o f f i c e personnel should review the a p p l i c a t i o n , 
i n c l u d i n g the r e g i o n a l a d m i n i s t r a t o r ' s recommendation, and consider 
the economic and p o l i t i c a l c o n d i t i o n s o f the f o r e i g n country. 
A d d i t i o n a l l y , Washington o f f i c e personnel should consider the per-
formance o f branches of other U. S. banks i n the f o r e i g n country. 
The Comptroller should make the d e c i s i o n t o approve or disapprove 
the a p p l i c a t i o n . I f approved, the a p p l i c a t i o n should be forwarded 
t o the FRS f o r i t s c o n s i d e r a t i o n and f i n a l approval or dis a p p r o v a l . 
10. Improvement i n communications. 
The development of w r i t t e n g u i d e l i n e s and the establishment 
of c l e a r l y d e f i n e d l i n e s o f a u t h o r i t y should r e s u l t i n major improve-
ments i n communications w i t h i n the OCC and between the OCC and the 
banking community, other r e g u l a t o r y agencies, and the i n t e r e s t e d 
p u b l i c . In a d d i t i o n , we recommend the f o l l o w i n g s p e c i f i c improve-
ments i n communication processes: 
a. When a recommendation has been made by OCC personnel and 
i t appears t h a t the f i n a l d e c i s i o n by the Comptroller 
or the r e g i o n a l a d m i n i s t r a t o r w i l l be con t r a r y t o the 
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recommendation, the person r e s p o n s i b l e f o r the 
d e c i s i o n should d i s c u s s the mer i t s o f the a p p l i -
c a t i o n with the person making the e a r l i e r recom-
mendation. This procedure should assure th a t 
the person with the decision-making a u t h o r i t y 
i s aware of a l l reasons f o r the recommendation, 
should serve as a t r a i n i n g v e h i c l e , and should 
r e s u l t i n s i g n i f i c a n t improvement i n morale i n 
t h i s area. 
b. The OCC should consider p e r i o d i c a l l y i s s u i n g a 
b u l l e t i n , which may r e p l a c e some e x i s t i n g p u b l i -
c a t i o n s , i n c o r p o r a t i n g i n f o r m a t i o n r e l a t i n g to 
(1) changes i n the r u l e s and r e g u l a t i o n s promul-
gated by the OCC, (2) l e g i s l a t i v e matters which 
could a f f e c t n a t i o n a l banks, and (3) changes i n 
r u l e s and r e g u l a t i o n s promulgated by other 
r e g u l a t o r y agencies ( i n c l u d i n g s t a t e banking 
departments) which a f f e c t f i n a n c i a l i n s t i t u t i o n s . 
The b u l l e t i n should be supplemented on a r e g i o n a l 
b a s i s w i t h i n f o r m a t i o n regarding a p p l i c a t i o n s 
f i l e d and a c t i o n s taken (such as i n the weekly 
b u l l e t i n s c u r r e n t l y being i s s u e d i n some r e g i o n s ) . 
The b u l l e t i n should be sent to a l l n a t i o n a l banks, 
t o a l l persons with pending n a t i o n a l bank c h a r t e r 
a p p l i c a t i o n s (de novo as w e l l as conve r s i o n s ) , and 
to bank and f i n a n c i a l i n s t i t u t i o n r e g u l a t o r y 
agencies. The b u l l e t i n may a l s o be sent to others 
on a s u b s c r i p t i o n b a s i s f o r a reasonable charge. 
P u b l i c n o t i c e requirements a s s o c i a t e d with corpo-
r a t e a p p l i c a t i o n s now In e f f e c t should be continued. 
c. We recommend t h a t the OCC p u b l i s h opinions on a p p l i -
c a t i o n s which have been approved or disapproved 
when the OCC b e l i e v e s the o p i n i o n presents issues 
of general importance to the banking i n d u s t r y i n 
the area of OCC o b j e c t i v e s , p o l i c i e s , or d e c i s i o n 
g u i d e l i n e s . 
11. P r o t e s t procedures. 
A l l i n t e r e s t e d persons and o r g a n i z a t i o n s should continue to 
have the r i g h t to p r o t e s t a corporate a p p l i c a t i o n t o the OCC by n o t i -
f y i n g i n w r i t i n g the r e g i o n a l o f f i c e w i t h i n a s p e c i f i e d time p e r i o d 
a f t e r p u b l i c n o t i c e o f the f i l i n g of such a p p l i c a t i o n . The pro-
t e s t a n t should a l s o continue to be allowed t o request a p u b l i c 
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hearing or submit h i s p r o t e s t i n w r i t i n g . A f t e r the adoption of 
d e c i s i o n g u i d e l i n e s f o r each corporate f u n c t i o n , p r o t e s t s should be 
considered by the OCC i n accordance with such g u i d e l i n e s , as 
a p p l i c a b l e . P r o t e s t a n t s , as w e l l as a p p l i c a n t s , should have appro-
p r i a t e procedures a v a i l a b l e to o b t a i n r e c o n s i d e r a t i o n of OCC d e c i s i o n s . 
Reconsideration procedures should be a v a i l a b l e to p r o t e s t a n t s only i f 
they requested a hearing and presented testimony. 
12. A v a i l a b i l i t y to p u b l i c o f a p p l i c a t i o n i n f o r m a t i o n . 
The OCC should make a v a i l a b l e to the p u b l i c a l l i n f o r m a t i o n 
i n a p p l i c a t i o n s and a p p l i c a t i o n f i l e s ( i n c l u d i n g p r o t e s t s ) except: 
a. b i o g r a p h i c a l and f i n a n c i a l i n f o r m a t i o n concerning 
i n d i v i d u a l s ; 
b. d e p o s i t , l o a n , income, and expense i n f o r m a t i o n 
r e l a t i n g to an e x i s t i n g branch; 
c. OCC v e r i f i c a t i o n procedures and r e s u l t s ; and 
d. recommendations of various OCC personnel. 
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RECOMMENDATIONS RELATED TO 
SPECIFIC CORPORATE FUNCTIONS 
Charters 
E n t r y r e s t r i c t i o n s are necessary t o prevent bank f a i l u r e s 
due t o overbanking, inadequate c a p i t a l , poor management, or i n s u f f i -
c i e n t growth o p p o r t u n i t i e s . A new bank (one chartered w i t h i n the 
past three years) should, f o r example, be g i v e n a reasonable opportu-
n i t y t o achieve v i a b i l i t y before a d d i t i o n a l e n t r y i s permitted i n i t s 
primary s e r v i c e area. ("Primary s e r v i c e area" i s de f i n e d as the 
geographic area i n which the bank i s expected to generate 75% or more 
of i t s d e p o s i t s . ) Mature, but p o o r l y managed weak banks not s e r v i n g 
the p u b l i c , on the other hand, should not be c o n t i n u a l l y p r o t e c t e d . 
At present the OCC may grant p r e l i m i n a r y approval of a 
ch a r t e r a p p l i c a t i o n p r i o r t o the r e c e i p t of the names and q u a l i f i c a -
t i o n s of proposed s e n i o r management w i t h f i n a l approval being subject 
t o , among other c o n d i t i o n s , the proposal of s e n i o r management accept-
able t o the OCC. With such p r e l i m i n a r y approval, the a p p l i c a n t has 
the power t o enter i n t o v a r i o u s c o n t r a c t s , such as l e a s e s , and 
thereby f i n a n c i a l l y commit the organizers t o a not i n s i g n i f i c a n t 
degree. I n such circumstances, the OCC i s n e c e s s a r i l y r e l u c t a n t t o 
withhold f i n a l a pproval, even though the subsequently proposed 
members of s e n i o r management may not be wh o l l y acceptable t o i t . 
Understandably, bank organizers can experience considerable 
d i f f i c u l t y i n o b t a i n i n g f i r m employment commitments from p r o s p e c t i v e 
members of se n i o r management i n advance of some i n d i c a t i o n o f OCC 
approval of the c h a r t e r a p p l i c a t i o n A c c o r d i n g l y , the OCC should 
continue i t s p o l i c y of g r a n t i n g p r e l i m i n a r y approval p r i o r t o r e c e i p t 
of the names and q u a l i f i c a t i o n s o f proposed senior management, but 
such p r e l i m i n a r y approval should not grant a u t h o r i z a t i o n t o the 
organizers t o commit themselves f i n a n c i a l l y t o any major degree. 
D-22 
A u t h o r i z a t i o n f o r such commitments should be wi t h h e l d u n t i l the OCC 
has approved s e n i o r management, at which time the a p p l i c a n t could 
enter i n t o employment c o n t r a c t s w i t h the proposed s e n i o r management 
and could proceed w i t h the other r e q u i r e d a c t i v i t i e s of a bank i n 
o r g a n i z a t i o n . S i g n i f i c a n t a c t i o n by the o r g a n i z i n g group would 
thus be r e s t r i c t e d u n t i l acceptable o f f i c e r s were named. 
The fee c u r r e n t l y charged c h a r t e r a p p l i c a n t s should be 
d i v i d e d i n t o two p a r t s . The f i r s t p a r t , p a i d at the time the a p p l i -
c a t i o n i s f i l e d , should cover a n t i c i p a t e d expenses of the OCC f o r 
s e r v i c e s and out-of-pocket costs through the d e c i s i o n f o r p r e l i m i n a r y 
approval or d i s a p p r o v a l . The second p a r t of the fee should be 
assessed upon p r e l i m i n a r y approval and cover OCC costs through the 
date the bank opens. 
P r i o r t o the opening of a new bank, the OCC should r e q u i r e 
the bank's d i r e c t o r s t o adopt w r i t t e n p o l i c i e s and procedures con-
ce r n i n g major areas of op e r a t i o n s . A f t e r a l l other r e q u i r e d condi-
t i o n s have been s a t i s f i e d by a bank i n o r g a n i z a t i o n , but before the 
opening of the bank, the r e g i o n a l o f f i c e should perform a f i e l d 
review. This review should i n c l u d e the procedures c u r r e n t l y per-
formed by the OCC dur i n g a "ten-day v i s i t " (the i n s p e c t i o n by a 
n a t i o n a l bank examiner now conducted w i t h i n t en days a f t e r a new 
bank opens f o r b u s i n e s s ) . I n a d d i t i o n , the w r i t t e n p o l i c i e s and 
procedures adopted by the bank should be reviewed. The examiner 
should a l s o check the extent of compliance w i t h the r e p r e s e n t a t i o n s 
of the orga n i z e r s made i n the a p p l i c a t i o n and other data submitted to 
the OCC. The bank should not be permitted t o open u n t i l a l l d e f i -
c i e n c i e s are c o r r e c t e d to the s a t i s f a c t i o n of the r e g i o n a l 
a d m i n i s t r a t o r . 
Conversions 
Conversion a p p l i c a t i o n s (that i s , those f o r the g r a n t i n g of 
a Fed e r a l c h a r t e r t o a bank now st a t e - c h a r t e r e d ) have c h a r a c t e r i s t i c s 
s i m i l a r to those of both branch and c h a r t e r a p p l i c a t i o n s . They are 
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s i m i l a r t o branch a p p l i c a t i o n s i n t h a t the OCC considers the past 
performance and present c o n d i t i o n of the a p p l i c a n t . They are 
s i m i l a r t o c h a r t e r a p p l i c a t i o n s i n that conversion i n v o l v e s e n t r y 
i n t o the n a t i o n a l banking system and thus c o n s i d e r a t i o n must be 
give n by the OCC t o the q u a l i t y and character of management and 
ownership. 
The OCC should r e q u i r e a p p l i c a n t s f o r conversion to a 
n a t i o n a l c h a r t e r t o f u r n i s h reasons f o r i t s request f o r such con-
v e r s i o n . The OCC should assure i t s e l f t hat the motives f o r 
d e s i r i n g the conversion are not the r e s u l t of supervis o r y pressure 
brought upon the bank by other bank r e g u l a t o r s because o f v i o l a t i o n s 
of laws or r e g u l a t i o n s or u n s a t i s f a c t o r y , unsafe, or unsound banking 
p r a c t i c e s . 
I f , i n c o n s i d e r i n g a conversion a p p l i c a t i o n , an examination 
of the bank by the OCC i s deemed necessary, the cost of such examina-
t i o n should be p a i d by the a p p l i c a n t , r e g a r d l e s s of the u l t i m a t e 
d e c i s i o n on the a p p l i c a t i o n . 
Inasmuch as I t i s the OCC's o b j e c t i v e to maintain a sound 
system of n a t i o n a l banks, i t should be a l e r t t o the reverse s i t u a -
t i o n , where a n a t i o n a l bank seeks t o convert t o sta t e bank s t a t u s . 
A c c o r d i n g l y , the OCC should review minutes of meetings of the bank's 
board of d i r e c t o r s and shareholders a u t h o r i z i n g the conversion i n an 
attempt t o determine the reasons u n d e r l y i n g the d e c i s i o n . F u r t h e r -
more, a review of recent OCC examination r e p o r t s should be made f o r 
any i n d i c a t i o n s of a d d i t i o n a l reasons. The OCC should consider 
these reasons to determine whether changes are developing i n the 
banking i n d u s t r y or whether the laws or r e g u l a t i o n s governing 




We b e l i e v e t h a t the OCC should ask the Congress t o 
a u t h o r i z e the establishment of branches by n a t i o n a l banks under 
Federal standards i r r e s p e c t i v e of the law of the s t a t e i n which 
e i t h e r the p a r t i c u l a r bank i s l o c a t e d or the proposed branch i s t o be 
l o c a t e d Such a u t h o r i z a t i o n should s p e c i f y that the Comptroller 
d e f i n e branching areas t h a t would maximize competition and p u b l i c 
convenience without reference t o e x i s t i n g s t a t e boundaries 
Under present Fe d e r a l law, n a t i o n a l banks are subject to 
l o c a t i o n r e s t r i c t i o n s s p e c i f i e d i n a p p l i c a b l e s t a t e s t a t u t e s gov-
e r n i n g branching f o r s t a t e banks. Therefore, some n a t i o n a l banks 
can branch on a state-wide b a s i s , others on a l i m i t e d - a r e a b a s i s , and 
s t i l l others cannot branch at a l l . 
The question of branching a u t h o r i t y f o r n a t i o n a l banks i s 
too f a r - r e a c h i n g and p o l i t i c a l l y complex t o be t r e a t e d adequately 
w i t h i n the scope of t h i s study We would note t h a t there has been a 
long succession of recommendations from v a r i o u s sources that s t a t e -
wide branching should be permitted i n a l l s t a t e s and t h a t i n t e r s t a t e 
branching should be permitted on a l i m i t e d geographical b a s i s . Our 
own view i s that branching — e s p e c i a l l y de novo branching — tends 
t o increase competition and to serve the p u b l i c convenience and need. 
We t h e r e f o r e b e l i e v e t h a t the OCC should continue t o press f o r 
r e l a x a t i o n of r e s t r i c t i o n s t h a t prevent n a t i o n a l banks from branching 
de novo over areas of economically meaningful s i z e . 
As the F e d e r a l agency w i t h a u t h o r i t y t o i s s u e bank ch a r t e r s 
and approve branch a p p l i c a t i o n s , the OCC has a s p e c i a l r e s p o n s i -
b i l i t y , we b e l i e v e , t o e x e r t upon the c o n d i t i o n s of e n t r y i n t o bank-
in g an i n f l u e n c e that serves the p u b l i c i n t e r e s t on a nationwide 
b a s i s . The OCC should, t h e r e f o r e , give close study to s i t u a t i o n s 
where r e s t r i c t i o n s on branching appear to l i m i t unduly the e n t r y of 
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new banking competition. Such s i t u a t i o n s would i n c l u d e economic 
areas l y i n g across s t a t e boundaries. State boundaries do not 
n e c e s s a r i l y d e l i n e a t e r e l e v a n t market areas. 
The OCC should g i v e h i g h p r i o r i t y t o a research p r o j e c t 
designed t o study the competitive e f f e c t s of present branching 
r e s t r i c t i o n s i n the v a r i o u s s t a t e s and seek t o formulate an optimum 
branching p o l i c y f o r n a t i o n a l banks tha t would maximize competition 
and. p u b l i c convenience w h i l e maintaining bank soundness. W i t h i n 
the context of optimum branching p o l i c y , the proposed p r o j e c t would 
consider the problem of how t o define optimum geographical s e r v i c e 
areas. 
Branching a p p l i c a t i o n s t o the OCC w i l l a l s o c e r t a i n l y 
i ncrease i n the f u t u r e , even i f new Federal l e g i s l a t i o n i s not 
adopted. Branch a p p l i c a t i o n s w i l l r i s e i f the t r e n d toward 
l i b e r a l i z a t i o n of s t a t e branching laws continues, which i s l i k e l y . 
P a r t l y as a means of d e a l i n g more e f f e c t i v e l y w i t h a 
r i s i n g number of branch a p p l i c a t i o n s , we have proposed d e l e g a t i o n 
of a u t h o r i t y on branch d e c i s i o n s t o the r e g i o n a l a d m i n i s t r a t o r s . 
We have a l s o proposed s p e c i f i c g u i d e l i n e s f o r d e c i s i o n s on branch 
a p p l i c a t i o n s as w e l l as s i m p l i f i e d a p p l i c a t i o n forms and. processing 
procedures. 
We recommend that the maximum time normally allowed t o 
open a branch should be one year f o l l o w i n g approval. Requests f o r 
a longer p e r i o d should be made at the time of a p p l i c a t i o n and. under 
no circumstances should the p e r i o d be longer than two years. I f 
branches have not opened w i t h i n the s p e c i f i e d p e r i o d a new a p p l i c a -
t i o n should be r e q u i r e d . 
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Mergers 
The Comptroller has the a u t h o r i t y and r e s p o n s i b i l i t y t o 
approve or disapprove mergers o f banks when the r e s u l t i n g bank w i l l 
be a n a t i o n a l bank. Although there are l e g a l and t e c h n i c a l d i f f e r -
ences between mergers, c o n s o l i d a t i o n s , and purchases of assets and 
assumptions of l i a b i l i t i e s , a l l three types o f t r a n s a c t i o n s are 
s i m i l a r and t h e r e f o r e are r e f e r r e d t o h e r e i n as "mergers". 
Mergers may be c a t e g o r i z e d as d i s t r e s s or emergency mergers 
and other mergers. The pro c e s s i n g of emergency mergers should be 
performed i n Washington under the d i r e c t i o n of the s p e c i a l i z e d group 
r e s p o n s i b l e f o r problem bank matters, w i t h appropriate involvement of 
the r e g i o n a l a d m i n i s t r a t o r and other r e g i o n a l o f f i c e personnel. 
Mergers not accomplished under d i s t r e s s or emergency con-
d i t i o n s may r e l a t e t o combinations i n v o l v i n g two or more op e r a t i n g 
banks and combinations i n v o l v i n g one ope r a t i n g bank, as i n a corporate 
r e o r g a n i z a t i o n , w i t h a "phantom" or " i n t e r i m " bank. D e c i s i o n s on 
mergers i n v o l v i n g corporate r e o r g a n i z a t i o n s may not r e q u i r e that the 
a p p l i c a t i o n c o n t a i n a l l of the i n f o r m a t i o n needed i n a merger i n v o l v -
i n g two independent o p e r a t i n g banks. Information concerning competi-
t i o n , f o r example, normally may be waived by e i t h e r the r e g i o n a l 
a d m i n i s t r a t o r or Washington o f f i c e personnel. I n d e c i d i n g upon such 
mergers, the OCC should continue to consider only the merits of the 
merger i t s e l f and not the o v e r a l l p l a n of corporate r e o r g a n i z a t i o n 
(as i n an a c q u i s i t i o n , through an i n t e r i m or phantom bank, of a bank 
by a bank h o l d i n g company). The grea t e s t emphasis i n corporate 
r e o r g a n i z a t i o n s should be placed on the adequacy of d i s c l o s u r e and 
the f a i r and e q u i t a b l e treatment of m i n o r i t y s t o c k h o l d e r s . 
In terms of competitive e f f e c t s , mergers are g e n e r a l l y con-
s i d e r e d a l e s s d e s i r a b l e form of geographic expansion than c h a r t e r i n g 
a de novo a f f i l i a t e d bank or approving a de novo branch, except when 
the merging bank i s weak or f a i l i n g or i s not adequately meeting 
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community needs. I n d e c i d i n g on merger a p p l i c a t i o n s , the OCC should 
approve mergers t h a t , on balance, are b e n e f i c i a l t o the p u b l i c . 
P u b l i c b e n e f i t may i n c l u d e saving a weak or f a i l i n g bank, s u b s t i t u t -
i n g a bank b e t t e r equipped t o serve the area f o r a bank w i t h l i m i t e d 
c a p a c i t y , or c r e a t i n g one strong and more e f f i c i e n t bank i n plac e of 
two or more banks which i n d i v i d u a l l y are unable t o operate 
e f f i c i e n t l y . 
In the case of a weak or f a i l i n g bank, where the OCC i s 
t a k i n g the i n i t i a t i v e t o e f f e c t a merger, p r i o r i t y of merger partners 
should be as f o l l o w s : 
a. smaller over l a r g e r banks; 
b. banks not represented i n the market area over those 
t h a t are represented i n the market a r e a ; 
c. banks w i t h no other means of e n t r y to the market area 
over those w i t h other means o f e n t r y (de novo 
branch, de novo a f f i l i a t e , e t c . ) ; and 
d. banks w i t h fewer o f f i c e s i n the market area over 
those w i t h many o f f i c e s i n the market area. 
In mergers, where the s u r v i v o r i s a n a t i o n a l bank, the OCC 
c u r r e n t l y must request r e p o r t s on competitive f a c t o r s from the Board 
of Governors of the Fe d e r a l Reserve System, the Federal Deposit 
Insurance Corporation, and the Attorney General. With c e r t a i n 
e xceptions, such r e p o r t s are r e q u i r e d t o be f u r n i s h e d w i t h i n 30 days 
of the date requested. 
In theory, the purpose of such r e p o r t s i s t o assure the use 
of uniform standards by a l l three bank r e g u l a t o r y agencies i n viewing 
the competitive aspect of mergers. I n p r a c t i c e , however, many such 
r e p o r t s from the other banking agencies are r e c e i v e d l a t e or not at 
a l l . Except f o r the r e p o r t of the Attorney General, we question the 
usefulness o f these r e p o r t s . We b e l i e v e t h a t the requirement t o 
o b t a i n r e p o r t s on competitive f a c t o r s should be modified to r e q u i r e 
only the report of the Attorney General. 
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Operating S u b s i d i a r i e s 
A p p l i c a t i o n s by n a t i o n a l banks t o e s t a b l i s h , i n v e s t I n , or 
acquire an ope r a t i n g s u b s i d i a r y are c u r r e n t l y f i l e d w i t h and approved 
or denied by the Washington o f f i c e of the OCC. Because o f r e g i o n a l 
o f f i c e knowledge of the banks, pr o c e s s i n g of an a p p l i c a t i o n concerning 
o p e r a t i n g s u b s i d i a r i e s should be performed i n the r e g i o n a l o f f i c e and, 
except f o r f o r e i g n s u b s i d i a r i e s , the d e c i s i o n f o r approval or d i s -
approval should be made by the r e g i o n a l a d m i n i s t r a t o r . In making a 
d e c i s i o n on the a p p l i c a t i o n , the r e g i o n a l a d m i n i s t r a t o r should con-
s i d e r such matters as the permissiveness of the a c t i v i t y , the compe-
t i t i v e aspects of the a p p l i c a t i o n , the c o n d i t i o n of the bank, the 
a b i l i t y of the bank's management t o assume more r i s k , and the perform-
ance of any other o p e r a t i n g s u b s i d i a r i e s of the bank. In the case of 
a c q u i s i t i o n s of s u b s i d i a r i e s of s i g n i f i c a n t s i z e or when ant i - c o m p e t i -
t i v e f a c t o r s may be present or when the permissiveness of the a c t i v i t y 
i s not c l e a r , Washington o f f i c e personnel s p e c i a l i z i n g i n such matters 
should be i n v o l v e d (as suggested f o r mergers) and the r e g i o n a l admin-
i s t r a t o r should r e f e r the a p p l i c a t i o n t o the Comptroller f o r f i n a l 
d e c i s i o n . 
L o c a t i o n Changes 
Changes i n the l o c a t i o n of main or branch o f f i c e s ( r e f e r r e d 
t o h e r e i n as "banking o f f i c e s " ) of banks can be d i v i d e d i n t o those 
which are r e l o c a t i o n s of an e x i s t i n g o f f i c e and those which r e l a t e t o 
the c l o s i n g of one o f f i c e and the opening of another. True r e l o c a -
t i o n s of an e x i s t i n g banking o f f i c e should i n v o l v e short d i s t a n c e s and 
occur because of the bank's d e s i r e or need t o change the p h y s i c a l 
f a c i l i t y (such as f o r expansion or because of e x p i r a t i o n of a lease) 
or t o re a c t to changing t r a f f i c or demographic p a t t e r n s w i t h i n the 
primary s e r v i c e area of the o f f i c e . 
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I f the proposed move i s , i n substance, the c l o s i n g of 
one banking o f f i c e and the opening of another, the bank should be 
r e q u i r e d t o f i l e an a p p l i c a t i o n f o r a new branch (regardless of s t a t e 
law which may provide t h a t the proposed o f f i c e i s l e g a l l y a r e l o c a -
t i o n of the e x i s t i n g o f f i c e ) The OCC should process such branch 
a p p l i c a t i o n s i n the same manner as any other branch a p p l i c a t i o n . 
The r e g i o n a l a d m i n i s t r a t o r should determine whether a move 
Is a r e l o c a t i o n of an e x i s t i n g o f f i c e o r the establishment o f a new 
o f f i c e . The prime c o n s i d e r a t i o n should be whether or not the bank-
i n g o f f i c e i s l e a v i n g i t s primary s e r v i c e area. I f the r e g i o n a l 
a d m i n i s t r a t o r determines t h a t the o f f i c e i s l e a v i n g i t s primary 
s e r v i c e area f o r a new primary s e r v i c e area, he should r e q u i r e t h a t a 
branch a p p l i c a t i o n be f i l e d ; otherwise, an a p p l i c a t i o n f o r approval 
of a l o c a t i o n change should s u f f i c e . 
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In f u l f i l l i n g i t s r e g u l a t o r y r e s p o n s i b i l i t y , the OCC must 
have an e f f e c t i v e o r g a n i z a t i o n a l s t r u c t u r e and operating process f o r 
c o n t i n u a l l y a s s e s s i n g i t s p o l i c y o b j e c t i v e s , s e t t i n g o p e r a t i o n a l 
t a r g e t s , developing p l a n s , measuring performance, and securing 
r e s u l t s . The o r g a n i z a t i o n a l s t r u c t u r e and o p e r a t i n g process must be 
designed to permit the OCC t o d e a l e f f e c t i v e l y w i t h the c o m p l e x i t i e s 
and the change i n the t e c h n o l o g i c a l and economic environment 
p r o j e c t e d f o r the banking i n d u s t r y over the next decade. The 
o r g a n i z a t i o n a l s t r u c t u r e must a l s o provide f o r c l e a r l i n e s of 
a u t h o r i t y w i t h i n the Washington o f f i c e and between the Washington 
o f f i c e and the r e g i o n a l o f f i c e s . The o p e r a t i n g process must develop 
formal s p e c i f i c p o l i c y o b j e c t i v e s and g u i d e l i n e s and communicate them 
throughout the o r g a n i z a t i o n t o avoid c o n f l i c t i n g and i n c o n s i s t e n t 
d e c i s i o n s and, or worse, i n a c t i o n . The operating process must a l s o 
have the c a p a b i l i t y to a n t i c i p a t e changing circumstances r a t h e r than 
simply responding or r e a c t i n g t o s i t u a t i o n s which have already 
occurred. 
In t h i s s e c t i o n of the r e p o r t we present recommendations to 
put i n t o e f f e c t w i t h i n the OCC the needed improvements i n the orga-
n i z a t i o n a l s t r u c t u r e and i n the operating process. We recommend 
tha t the implementation of these recommendations be done i n t r a n s i -
t i o n a l stages as d i s c u s s e d i n the f o l l o w i n g pages, since an immediate 
and complete r e v i s i o n i n the o r g a n i z a t i o n a l s t r u c t u r e and operating 
process would be n e i t h e r p r a c t i c a b l e nor prudent. 
Our recommendations as t o the improvements comprehend the 
f o l l o w i n g : 
1. Establishment of an o r g a n i z a t i o n a l s t r u c t u r e which more 
c l e a r l y r e f l e c t s the nature, the d e c i s i o n s t r u c t u r e , 
and the r e s p o n s i b i l i t i e s of v a r i o u s f u n c t i o n s of the 
OCC. 
E-1 
2. Development of i n t e r n a l g u i d e l i n e s which can be used 
by the people of the OCC i n reaching d e c i s i o n s , and 
the adoption of o p e r a t i o n a l p r a c t i c e s t o ensure the 
t i m e l i n e s s of d e c i s i o n s based upon r e l i a b l e 
i n f o r m a t i o n . 
3. Establishment of a formal plannin g f u n c t i o n t o 
develop o p e r a t i o n a l plans which take i n t o account 
changes t h a t are o c c u r r i n g or are l i k e l y t o occur, 
i n the banking i n d u s t r y i n order that appropriate 
changes can be made i n OCC p o l i c i e s , p r a c t i c e s , and 
procedures. 
4. Development of personnel p o l i c i e s and p r a c t i c e s which 
w i l l permit the OCC t o a t t r a c t and r e t a i n competent, 
t r a i n e d personnel at v a r i o u s l e v e l s of a u t h o r i t y . 
5. Establishment of a s e n i o r - l e v e l committee t o formulate 
data processing p o l i c i e s , t o coordinate development 
of r e g u l a t o r y , a d m i n i s t r a t i v e , and f i s c a l informa-
t i o n systems, and t o approve the a c q u i s i t i o n of 
resources needed f o r such systems. 
6. Development of a program designed t o monitor and 
evaluate on a co n t i n u i n g b a s i s a l l aspects of the 
OCC's a c t i v i t i e s , t o i n i t i a t e s p e c i a l s t u d i e s when 
necessary, and t o disseminate e s s e n t i a l r e g u l a t o r y 
i n f o r m a t i o n t o a l l OCC personnel. 
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INTERNAL ORGANIZATIONAL STRUCTURE 
The OCC must have an i n t e r n a l o r g a n i z a t i o n a l s t r u c t u r e with 
an appropriate d i v i s i o n o f f u n c t i o n a l r e s p o n s i b i l i t i e s and with a l o g -
i c a l d i s p e r s a l o f geographic c a p a b i l i t i e s i f i t i s t o meet the r e q u i r e -
ments of the i n d u s t r y and the needs of r e g u l a t i o n . The organiza-
t i o n a l s t r u c t u r e must a l s o accommodate the d e c i s i o n s t r u c t u r e and the 
fl o w of communications r e q u i r e d by the a c t i v i t i e s o f the O f f i c e . 
The f u n c t i o n a l r e s p o n s i b i l i t i e s must be p r o p e r l y arranged i n t o jobs 
or t a s k s which are designated i n p o s i t i o n d e s c r i p t i o n s t o f a c i l i t a t e 
the performance of work i n accordance wit h the d e c i s i o n s t r u c t u r e . 
I n a d d i t i o n , the OCC's t e c h n i c a l and a d m i n i s t r a t i v e support u n i t s 
must be p r o p e r l y placed i n the s t r u c t u r e so as not t o impede the func-
t i o n i n g of the operating a c t i v i t i e s . 
O r g a n i z a t i o n , i n the general sense, can be viewed as the 
d e c i s i o n and communications s t r u c t u r e of the O f f i c e . Many d i r e c t 
communications o f a t e c h n i c a l or f u n c t i o n a l nature are necessary, and 
the proposed o r g a n i z a t i o n a l p l a n accommodates such o r g a n i z a t i o n a l 
needs. However, the O f f i c e should not permit i n t e r f e r e n c e with d e c i -
s i o n a u t h o r i t y i n the e x e r c i s e of t e c h n i c a l or f u n c t i o n a l communica-
t i o n s . The recommended o r g a n i z a t i o n a l p l a n w i l l make i t e a s i e r f o r 
the OCC t o b u i l d i n p r o v i s i o n s f o r a u t h e n t i c a t i n g communications by 
a s s i g n i n g people t o jobs with s p e c i f i c r e s p o n s i b i l i t i e s , by i d e n t i f y -
i n g the types of communications a s s o c i a t e d with such r e s p o n s i b i l i t i e s , 
and by p r o v i d i n g s u p e r v i s o r y g u i d e l i n e s and reviews t o r e s t r i c t 
misuse. 
E-3 
P o t e n t i a l s f o r Improvement o f Present O r g a n i z a t i o n a l S t r u c t u r e 
The OCC's present o r g a n i z a t i o n a l s t r u c t u r e has s e v e r a l 
important p o t e n t i a l s f o r improvement. An e s s e n t i a l t a s k which the 
O f f i c e faces i s t o develop those p o t e n t i a l s . Some o f the more 
immediately important o p p o r t u n i t i e s are: 
1. A more c l e a r l y d e fined s t r u c t u r e which permits the 
o r g a n i z a t i o n t o plan , coordinate, and communicate 
operations among the various u n i t s i n the Washington 
o f f i c e and i n the regions. 
2. An o r g a n i z a t i o n a l s t r u c t u r e t h a t b e t t e r assigns d u t i e s 
and r e s p o n s i b i l i t i e s , both f o r the r e c u r r i n g work 
and f o r unusual or n o n - r e p e t i t i v e tasks. 
3. An o r g a n i z a t i o n a l s t r u c t u r e which i s more responsive 
to d e c i s i o n s t r u c t u r e and places jobs more a p p r o p r i -
a t e l y w i t h i n the d e c i s i o n s t r u c t u r e . 
Transforming the present o r g a n i z a t i o n o f the O f f i c e w i l l be 
a l a r g e undertaking. I t w i l l i n v o l v e the placement o f people wi t h 
v a r i e d backgrounds and s k i l l s i n many new r o l e s and r e l a t i o n s h i p s . 
For these reasons, the O f f i c e should approach the development o f i t s 
o r g a n i z a t i o n a l p o t e n t i a l through at l e a s t one t r a n s i t i o n a l stage. 
The chart on page E-5 i l l u s t r a t e s the key s t r u c t u r a l features o f the 
t r a n s i t i o n a l o r g a n i z a t i o n o f the OCC's executive l e v e l o r g a n i z a t i o n a l 
s t r u c t u r e . This p l a n recognizes the b a s i c fu n c t i o n s o f p o l i c y 
management, general management, and o p e r a t i o n a l management. I t 
r e t a i n s i n Washington the management o f those a c t i v i t i e s which p r i -
m a r i l y concern the n a t i o n a l banking system and i t delegates to 
r e g i o n a l o f f i c e s those a c t i v i t i e s which p r i m a r i l y concern i n d i v i d u a l 
banks. I t a l s o recognizes that c e r t a i n s p e c i a l i z e d a c t i v i t i e s con-
cerning i n d i v i d u a l banks do not lend themselves to geographic 
d i s p e r s a l . In c e r t a i n r e s p e c t s , t h i s p l a n r e t a i n s many features t o 
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which the banking i n d u s t r y and the O f f i c e are accustomed. In other 
respects, the p l a n d i f f e r s s u b s t a n t i a l l y from the current o r g a n i z a -
t i o n a l s t r u c t u r e . A primary purpose of t h i s o r g a n i z a t i o n a l p l a n Is 
to make p o s s i b l e the t i m e l y implementation of the examination, cor-
porate, and a d m i n i s t r a t i v e recommendations t h a t have r e s u l t e d from 
our study of the OCC. 
The o r g a n i z a t i o n a l s t r u c t u r e contains jobs and fun c t i o n s 
with r e s p o n s i b i l i t i e s and a c t i v i t i e s t h a t r e f l e c t the OCC's operating 
o b j e c t i v e s . The r e l a t e d job o b j e c t i v e s should a s s i s t the OCC's 
managers in p l a c i n g people i n jobs and i n ass e s s i n g t h e i r performance. 
The scope and complexity of the OCC's a c t i v i t i e s r e q u i r e the O f f i c e 
t o f i l l many p o s i t i o n s with people having s p e c i a l i z e d q u a l i f i c a t i o n s , 
as contrasted to broad, m u l t i - s p e c i a l i s t q u a l i f i c a t i o n s . The OCC 
must enable i t s s p e c i a l i s t s to perform e f f e c t i v e l y and must i n t e g r a t e 
the s e r v i c e s o f i t s s p e c i a l i z e d u n i t s with the o b j e c t i v e s of the 
O f f i c e as a whole. 
The o r g a n i z a t i o n a l s t r u c t u r e must be supported by e f f e c t i v e 
management p r a c t i c e s . An example of such a management p r a c t i c e i s 
the operations-planning process described subsequently i n t h i s s e c t i o n 
of our report. Another such example i s the appointment of the Deputy 
Comptroller of the Currency f o r Washington Operations with r e s p o n s i -
b i l i t y f o r c o o r d i n a t i n g the a c t i v i t i e s o f the s p e c i a l i z e d u n i t s 
r e p o r t i n g to that p o s i t i o n i n such a way that a balance of f u n c t i o n a l 
i n t e r e s t s w i l l be achieved i n the best i n t e r e s t of the O f f i c e as a 
whole. 
Presented below i s a b r i e f commentary on s e l e c t e d p o s i t i o n s 
shown on the chart on page E-5. 
The Comptroller o f the Currency 
The Comptroller is the c h i e f executive o f the OCC. The 
major f u n c t i o n s of t h i s p o s i t i o n should be to assure the soundness 
of the Fede r a l banking system, to i n t e r p r e t the broad m i s s i o n of the 
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O f f i c e , t o represent the OCC, to i n t e r p r e t change and set goals f o r 
the O f f i c e , to approve OCC plans f o r a c h i e v i n g the expected goals, 
t o i n i t i a t e a c t i o n to put such plans i n t o e f f e c t , and to l e a d the 
O f f i c e t o the d e s i r e d r e s u l t s . 
Comptroller's S t a f f 
The Comptroller's s t a f f should process the a d m i n i s t r a t i v e 
and p o l i c y matters r e q u i r e d o f the Comptroller i n order to f r e e the 
Comptroller t o concentrate, at h i s d i s c r e t i o n , on long-range or day-
to-day a c t i v i t i e s r e q u i r i n g h i s personal a t t e n t i o n . Thus, the Comp-
t r o l l e r ' s s t a f f should a s s i s t the Comptroller i n c a r r y i n g out the 
a c t i v i t i e s o f h i s o f f i c e , i n monitoring s p e c i a l f u n c t i o n s r e q u i r i n g 
h i s c o n t i n u i n g a t t e n t i o n , i n transforming h i s ideas i n t o i n s t r u c t i o n s , 
and i n working out the necessary d e t a i l s . The Comptroller's s t a f f 
would c o n s i s t of s p e c i a l a s s i s t a n t s r e s p o n s i b l e f o r c o o r d i n a t i o n o f 
func t i o n s such as consumer a f f a i r s , c o n g r e s s i o n a l a f f a i r s , and FDIC 
l i a i s o n . 
F i r s t Deputy Comptrollers o f the Currency f o r P o l i c y  
and f o r Operations 
To a s s i s t the Comptroller i n the p o l i c y and operating 
f u n c t i o n s o f the OCC, we recommend the p o s i t i o n s o f F i r s t Deputy 
Comptroller f o r P o l i c y and F i r s t Deputy Comptroller f o r Operations. 
A key r e s p o n s i b i l i t y o f t h i s composite, c h i e f - o p e r a t i n g f u n c t i o n 
should be the expression o f the OCC's goals as s p e c i f i c operating 
o b j e c t i v e s that are c o n s i s t e n t w i t h the OCC's p o l i c y o b j e c t i v e s . 
The c h i e f - o p e r a t i n g f u n c t i o n must i n c l u d e r e s p o n s i b i l i t y f o r having 
the OCC secure u n i f i e d r e s u l t s by having i t s u n i t s perform i n accord-
ance with t h e i r plans. Each F i r s t Deputy p o s i t i o n a l s o would o f f e r 
a p o t e n t i a l f o r t o p - l e v e l c o n t i n u i t y through merit appointments from 
the career s e r v i c e . 
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While the s p e c i f i c r e s p o n s i b i l i t i e s delegated t o each of the 
F i r s t Deputies would, to a c e r t a i n extent, depend upon the p e r s o n a l i -
t i e s and c h a r a c t e r i s t i c s of the persons s e l e c t e d , i n general, the F i r s t 
Deputy Comptroller f o r P o l i c y would concern h i m s e l f p r i m a r i l y with 
the f o l l o w i n g f u n c t i o n s : 
1. Establishment of p o l i c y g u i d e l i n e s which w i l l i n s u r e 
t h a t the OCC i s prepared to discharge i t s respon-
s i b i l i t i e s to the banking i n d u s t r y and t o the 
p u b l i c e f f e c t i v e l y and e f f i c i e n t l y . 
2. E v a l u a t i o n of the r e g u l a t o r y and s u p e r v i s o r y a c t i v i -
t i e s o f the OCC to determine that the p o l i c y guide-
l i n e s e s t a b l i s h e d are being f o l l o w e d and are 
responsive to the current and p r o s p e c t i v e needs of 
the p u b l i c and the i n d u s t r y . 
3. R e l a t i o n s with other r e g u l a t o r y a u t h o r i t i e s concerned 
with the s u p e r v i s i o n of the banking i n d u s t r y and 
other f i n a n c i a l i n s t i t u t i o n s . 
The F i r s t Deputy Comptroller of the Currency f o r Operations 
would be more d i r e c t l y concerned with the day-by-day operations of 
the OCC. He would be s p e c i f i c a l l y concerned with the a d m i n i s t r a t i v e 
f u n c t i o n s of the OCC, and w i t h the r e g u l a t i o n of the n a t i o n a l banks 
subject to the OCC. 
The r e g i o n a l a d m i n i s t r a t o r s would report d i r e c t l y to the 
F i r s t Deputy Comptroller f o r Operations i n s o f a r as t h e i r f u n c t i o n s 
r e l a t e to operations planning and s p e c i a l s u r v e i l l a n c e , and to the 
F i r s t Deputy Comptroller f o r P o l i c y i n s o f a r as t h e i r f u n c t i o n s r e l a t e 
t o p o l i c y matters, law, and economics. 
Deputy Comptroller of the Currency f o r Trust Operations 
The major f u n c t i o n o f t h i s p o s i t i o n would be to r e g u l a t e 
the t r u s t operations of n a t i o n a l banks. This r e g u l a t o r y f u n c t i o n 
should encompass OCC p o l i c y f o r the conduct of t r u s t operations, as 
w e l l as g u i d e l i n e s and p r a c t i c e s f o r t r u s t examinations. 
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Deputy Comptroller of the Currency f o r Banking Operations 
The primary f u n c t i o n of t h i s p o s i t i o n would be to r e g u l a t e 
the banking operations of n a t i o n a l banks, i n c l u d i n g the promulgation 
of OCC p o l i c y , g u i d e l i n e s , and p r a c t i c e s f o r bank examinations. 
Deputy Comptroller of the Currency f o r S p e c i a l S u r v e i l l a n c e 
The major f u n c t i o n of the new p o s i t i o n , Deputy Comptroller 
of the Currency f o r S p e c i a l S u r v e i l l a n c e , would be to monitor the 
c o n d i t i o n of the n a t i o n a l banking system, to assess the e f f e c t i v e n e s s 
of c o r r e c t i v e - a c t i o n programs undertaken by the OCC w i t h n a t i o n a l 
banks experiencing s p e c i a l needs, and to manage an OCC c a p a b i l i t y f o r 
handling s p e c i a l s i t u a t i o n s . "We have described i n the "Examination 
and S u p e r v i s i o n Function" s e c t i o n of t h i s r e p o r t the manner i n which 
the N a t i o n a l Bank S u r v e i l l a n c e System (NBSS) i s expected to provide 
the necessary support f o r the e x e c u t i v e - l e v e l r e s p o n s i b i l i t y of t h i s 
new p o s i t i o n . 
Deputy Comptroller of the Currency f o r Operations Review 
The Deputy Comptroller of the Currency f o r Operations 
Review would serve the f u n c t i o n of e v a l u a t i n g on a c o n t i n u i n g b a s i s 
a l l aspects of the OCC's r e g u l a t o r y and s u p e r v i s o r y a c t i v i t i e s . 
This e v a l u a t i o n f u n c t i o n encompasses not only the development of 
q u a l i t y c o n t r o l p o l i c y , but a l s o an a p p r a i s a l of the need f o r 
r e v i s i o n s i n the OCC's p o l i c i e s , p r a c t i c e s , or procedures i n 
response to a c t u a l or a n t i c i p a t e d changes i n the banking i n d u s t r y . 
Deputy Comptroller of the Currency f o r Operations Planning 
The p r i n c i p a l f u n c t i o n of the proposed p o s i t i o n of Deputy 
Comptroller of the Currency f o r Operations Planning should be to 
manage the OCC planning s t r u c t u r e described subsequently i n t h i s 
s e c t i o n of our r e p o r t . The planning s t r u c t u r e that we recommend i s 
designed to set up the regenerative stance needed by the O f f i c e , to 
i n t e g r a t e the performance of the OCC's u n i t s , and to u n i f y the perform-
ance of i t s people w i t h the operating o b j e c t i v e s of t h e i r u n i t s . 
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Deputy Comptroller o f the Currency f o r Washington Operations 
C e r t a i n s p e c i a l i z e d operating and s e r v i c e a c t i v i t i e s of the 
OCC are not amenable to f u l l geographic d i s p e r s a l from Washington. 
We recommend t h a t the persons r e s p o n s i b l e f o r such f u n c t i o n a l l y 
organized a c t i v i t i e s r e p o r t to the Deputy Comptroller o f the Currency 
f o r Washington Operations, whose r e s p o n s i b i l i t y would i n c l u d e the 
management of t h e i r s p e c i a l i z e d c a p a b i l i t i e s so that they could be 
h e l d accountable f o r making s p e c i f i c c o n t r i b u t i o n s to the o v e r a l l 
e f f o r t of the OCC. In the absence of such a c o o r d i n a t i n g f u n c t i o n , 
s p e c i a l i z a t i o n could jeopardize the u n i t y o f the O f f i c e by emphasizing 
s p e c i a l f u n c t i o n a l i n t e r e s t s r a t h e r than the o v e r a l l goals o f the 
O f f i c e . By ma i n t a i n i n g a d e c i s i o n s t r u c t u r e appropriate t o the work 
of the s p e c i a l i z e d u n i t s and an e x p l i c i t system of auth e n t i c communi-
c a t i o n , the Deputy Comptroller f o r Washington Operations should be 
able t o i n t e g r a t e a complex set of s p e c i a l i z e d , Washington-based 
s k i l l s with the tasks o f other OCC u n i t s i n Washington and i n r e g i o n a l 
o f f i c e s . 
Regional A d m i n i s t r a t o r s 
The Regional A d m i n i s t r a t o r s should serve as the OCC's c h i e f 
operating executives i n t h e i r r e s p e c t i v e regions. T h e i r l i n e 
r e s p o n s i b i l i t y f o r performance should flow d i r e c t l y from the F i r s t 
Deputy Comptrollers f o r P o l i c y and Operations, with a corresponding 
s i m p l i f i c a t i o n o f the l i n e communication channels. In a d d i t i o n , the 
Regional A d m i n i s t r a t o r s are expected to b e n e f i t from the coordinated 
a c c e s s i b i l i t y of the s p e c i a l i z e d Washington u n i t s — a r e s u l t o f the 
r o l e served by the Deputy Comptroller o f the Currency f o r Washington 
Operations. The place o f the Regional A d m i n i s t r a t o r i n the OCC's 
d e c i s i o n s t r u c t u r e i s r e f l e c t e d by the s i g n i f i c a n c e o f that p o s i t i o n 
i n the proposed o r g a n i z a t i o n a l s t r u c t u r e o f the OCC. 
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Deputy Comptroller o f the Currency f o r S t r a t e g i c Studies 
The p r i n c i p a l f u n c t i o n o f t h i s p o s i t i o n would he the 
d e l i n e a t i o n o f the OCC's need t o prepare s t r a t e g i c s t u d i e s , the deter-
mination o f how such s t u d i e s should be made, and the i n t e r p r e t a t i o n 
of the f i n d i n g s o f such s t u d i e s . S t r a t e g i c s t u d i e s probably w i l l have 
an extended time h o r i z o n , w i l l d e a l w i t h complex sets of v a r i a b l e s , and 
w i l l tend to be p r e d i c t i v e and e x t e r n a l t o the OCC. In c a r r y i n g out 
t h i s f u n c t i o n , the Deputy Comptroller f o r S t r a t e g i c Studies would exer-
c i s e i n i t i a t i v e r e s p o n s i b i l i t y f o r securing s t u d i e s i n order to maintain 
an appropriate framework f o r OCC precedents and p o l i c i e s t h a t a f f e c t 
the system of f e d e r a l l y chartered banks. The scope of the respon-
s i b i l i t i e s of t h i s p o s i t i o n would extend to p u b l i c p o l i c y areas, such 
as the OCC's r e l a t i o n s h i p s with other Federal agencies. 
Deputy Comptroller o f the Currency f o r Law and General Counsel 
The Deputy Comptroller of the Currency f o r Law and General 
Counsel would serve the OCC's c h i e f l e g a l executive. The p r i n c i p a l 
functions of t h i s p o s i t i o n would be to provide p o l i c y counsel on 
l e g i s l a t i v e matters and t o a s s i s t i n developing OCC p o l i c y a l t e r n a -
t i v e s t h a t a f f e c t the system o f f e d e r a l l y chartered and regu l a t e d 
banks. 
P r i n c i p a l R e s p o n s i b i l i t i e s o f P o s i t i o n s and Functions 
The L e g i s l a t i v e / E x e c u t i v e f u n c t i o n s of the Federal govern-
ment provide the policy-management s t r u c t u r e of the OCC: rep r e s e n t i n g 
the needs of the p u b l i c , s e t t i n g f o r t h the broad mi s s i o n of the O f f i c e , 
and reviewing and a p p r a i s i n g the o v e r a l l r e s u l t s of the O f f i c e . 
The Comptroller, the F i r s t Deputy Comptrollers, and the 
Deputy Comptrollers are re s p o n s i b l e f o r the general-management func-
t i o n s of the OCC: fo r m u l a t i n g p o l i c y to assure the soundness of 
n a t i o n a l banks and the n a t i o n a l banking system, preparing o v e r a l l 
plans f o r the O f f i c e , i n i t i a t i n g concerted a c t i o n to put plans Into 
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e f f e c t , l e a d i n g the O f f i c e as a whole to the d e s i r e d r e s u l t s , main-
t a i n i n g a sound system of hanking, and a s s u r i n g t h a t the Federal 
system of banking performs w e l l i n the p u b l i c i n t e r e s t . 
The Regional A d m i n i s t r a t o r s and the Deputy Comptroller f o r 
Washington Operations are r e s p o n s i b l e f o r the operational-management 
fun c t i o n s of the OCC: working w i t h i n the scope o f the o b j e c t i v e s and 
p o l i c i e s o f the general-management group, preparing comprehensive 
plans f o r s p e c i f i c o p e r a t i n g u n i t s , i n i t i a t i n g concerted a c t i o n w i t h i n 
the operating u n i t s t o put approved plans i n t o e f f e c t , standing f u l l y 
accountable t o general management f o r a c h i e v i n g s p e c i f i e d o b j e c t i v e s , 
and l e a d i n g the operating u n i t s t o secure the r e s u l t s d e s i r e d . 
In a d d i t i o n t o the s p e c i f i c f u n c t i o n s shown on the organ-
i z a t i o n a l chart and described above, the Washington and Regional 
o f f i c e s should provide other o p e r a t i n g and support f u n c t i o n s . They 
are h i g h l i g h t e d below. 
Washington Operations and Support Functions 






C a p i t a l changes 
Ownership/management changes 
L o c a t i o n changes 
Name changes 
Operating s u b s i d i a r i e s 
Form and content of p u b l i c d i s c l o s u r e statements 
r e l a t i n g t o corporate f u n c t i o n s 
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A n t i - c o m p e t i t i v e c o n s i d e r a t i o n s 
P e r m i s s i b i l i t y o f new bank a c t i v i t i e s 
S p e c i a l i z e d support f o r o r g a n i z a t i o n - a n d - s t r u c t u r e 
a c t i v i t i e s 
F i n a n c i a l Accounting and Reporting 
Form and content of bank f i n a n c i a l r e p o r t s 
Bank accounting p r i n c i p l e s 
Compliance wi t h s e c u r i t i e s acts 
Research and A n a l y s i s 
D e l i n e a t i o n o f assumptions used i n operations-planning 
process 
S p e c i a l a n a l y t i c a l and research s t u d i e s 
Human Resources 
Compensation 
B e n e f i t s 
Manpower and o r g a n i z a t i o n planning 
Personnel development 
Employee r e l a t i o n s 
R e c r u i t i n g 
Management Services 
F i s c a l operations 
Purchasing 
Property management 
O f f i c e s e r v i c e s 
Systems and Data Processing 
Systems development 
Programming 
E d i t and c o n t r o l 
Operations 
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Regional Operating and Support Functions 
Bank examinations 
Trust examinations 
S p e c i a l s u r v e i l l a n c e 
Operations planning 





Bank o r g a n i z a t i o n and s t r u c t u r e 
A d m i n i s t r a t i o n 
Consumer a f f a i r s 
In t h i s s e c t i o n of our r e p o r t , we have presented a t r a n -
s i t i o n a l p l a n of o r g a n i z a t i o n f o r the OCC. That p l a n of o r g a n i z a t i o n 
i s accompanied by g u i d e l i n e s f o r p o s i t i o n r e s p o n s i b i l i t i e s and 
f u n c t i o n s . 
We have recommended that the O f f i c e view any p l a n of organ-
i z a t i o n with a d a p t a b i l i t y i n mind and with the p e r s p e c t i v e that 
e f f e c t i v e o r g a n i z a t i o n s must accommodate to change. Our proposal 
f o r the o r g a n i z a t i o n o f the O f f i c e must be viewed i n the l i g h t of 
our t e c h n i c a l and a d m i n i s t r a t i v e recommendations, as w e l l as the 
c a p a b i l i t i e s of the OCC's people. Although the Comptroller has 
adopted the Chart on page E-5 f o r implementation by the OCC, we a l s o 
recognize that f u t u r e d e l i n e a t i o n o f o r g a n i z a t i o n a l r e s p o n s i b i l i t i e s 
w i l l be necessary as implementation proceeds and f u r t h e r assessments 
are made. As the proposed changes i n r o l e s , r e l a t i o n s h i p s , t e c h n i c a l 
procedures, and management p r a c t i c e s are absorbed and a p p l i e d by the 
OCC, c e r t a i n a d d i t i o n a l changes i n o r g a n i z a t i o n a l s t r u c t u r e w i l l become 
f e a s i b l e without i m p a i r i n g the short-term e f f e c t i v e n e s s of the O f f i c e . 
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A f t e r implementation has progressed s i g n i f i c a n t l y , the OCC 
should consider a l a t e r stage of o r g a n i z a t i o n a l development which 
would c o n t a i n the f o l l o w i n g c h a r a c t e r i s t i c s o f o r g a n i z a t i o n a l 
s t r u c t u r e : 
The c h i e f - o p e r a t i n g f u n c t i o n , represented by the 
F i r s t Deputy Comptrollers, should be r e t a i n e d as 
key f e a t u r e of the o r g a n i z a t i o n a l development. 
The f u n c t i o n a l r e s p o n s i b i l i t i e s f o r banking and 
t r u s t operations should become function s w i t h i n 
Washington operations. 
The f u n c t i o n a l r e s p o n s i b i l i t i e s f o r s p e c i a l s u r -
v e i l l a n c e , operations review and f o r operations 
planning should be r e t a i n e d . 
The f u n c t i o n a l r e s p o n s i b i l i t i e s f o r s t r a t e g i c s t u d i e s 
and economics should be c o n s o l i d a t e d i n t o a s i n g l e 
research and a n a l y s i s f u n c t i o n . This c o n s o l i d a t e d 
p o s i t i o n would be given r e s p o n s i b i l i t y f o r a 
research and a n a l y s i s f u n c t i o n contemplated w i t h i n 
Washington operations i n the f i r s t stage of the 
p l a n o f o r g a n i z a t i o n . 
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DECISION GUIDELINES 
In the s e c t i o n of t h i s r e p o r t e n t i t l e d , "Corporate Functions", 
we have described the d e c i s i o n g u i d e l i n e s we b e l i e v e should be 
adopted by the OCC i n i t s r e l a t i o n s w i t h the banking i n d u s t r y and the 
p u b l i c . In t h i s s e c t i o n we comment upon the d e c i s i o n g u i d e l i n e s 
which are intended p r i m a r i l y f o r i n t e r n a l use and which can become 
the b a s i s f o r improved communications w i t h i n the OCC and w i t h the 
banks and others who are concerned w i t h the a c t i v i t i e s of the OCC. 
The d e c i s i o n g u i d e l i n e s f o r i n t e r n a l use should take two forms. 
In the f i r s t i n s t ance they should c l e a r l y d e s c r i b e the a u t h o r i t i e s and 
r e s p o n s i b i l i t i e s assigned t o each of the managerial persons employed 
w i t h i n the OCC. They should d e s c r i b e the nature of the i n f o r m a t i o n 
to be compiled under the s u p e r v i s i o n of the person assigned t o each 
f u n c t i o n , the extent t o which the i n f o r m a t i o n compiled should be v e r i -
f i e d or r e c o n c i l e d w i t h other data, and the person or persons t o whom 
the i n f o r m a t i o n should be sent. The g u i d e l i n e s should a l s o d e f i n e the 
c o n d i t i o n s under which d e c i s i o n s could be made at v a r i o u s l e v e l s of 
a u t h o r i t y . 
In a d d i t i o n t o d e f i n i n g the r e s p o n s i b i l i t y and a u t h o r i t y 
assigned t o each manager, the g u i d e l i n e s should a l s o d e f i n e the c r i t e r i a 
by which the e f f e c t i v e n e s s of those persons w i l l be measured. In 
other words, the i n t e r n a l d e c i s i o n g u i d e l i n e s w i l l comprehend both 
" a u t h o r i t i e s " and "performance standards". 
To be e f f e c t i v e the i n t e r n a l g u i d e l i n e s we recommend must com-
prehend the f o l l o w i n g f e a t u r e s : 
1. The OCC's o v e r a l l o p erating o b j e c t i v e s must be f o r m a l l y 
s t a t e d and communicated throughout the OCC ( i n c l u d i n g 
the u n d e r l y i n g assumptions r e l a t i n g t o the s o c i a l , p o l i -
t i c a l , and economic environment). 
2. S p e c i f i c performance o b j e c t i v e s and the r e l a t e d programs 
r e q u i r i n g a c t i o n w i t h i n each operating and s e r v i c e u n i t 
of the OCC must be developed. 
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3 . A c o n s o l i d a t e d and i n t e r n a l l y c o n s i s t e n t set of perform-
ance o b j e c t i v e s and programs of a c t i o n f o r the OCC as 
a whole must be developed. 
4. O r g a n i z a t i o n a l and personal performance must be adjusted 
to f u l f i l l o p e r ating commitments. 
5. Formal commitments of OCC personnel to the r e q u i r e d per-
formance o b j e c t i v e s and programs of a c t i o n must be 
obtained. 
Our f u r t h e r recommendation i s that a p e r i o d i c e v a l u a t i o n of 
such g u i d e l i n e s be an e s s e n t i a l p a r t of the OCC's planning and 
e v a l u a t i o n process. Such e v a l u a t i o n should be conducted annually 
at a minimum. The e v a l u a t i o n should i n v o l v e the personnel who are 
res p o n s i b l e f o r implementation of, or compliance w i t h , g u i d e l i n e s , 
as w e l l as the personnel r e s p o n s i b l e f o r the for m u l a t i o n of guide-
l i n e s . P e r i o d i c e v a l u a t i o n of g u i d e l i n e s should be, i n e f f e c t , a 
p e r i o d i c e v a l u a t i o n of the d i r e c t i o n , or a d m i n i s t r a t i o n , of the OCC. 
This e v a l u a t i o n w i l l depend h e a v i l y upon an e f f e c t i v e research f u n c t i o n 
w i t h i n the OCC which i s discussed i n more d e t a i l elsewhere i n t h i s 
r e p o r t . 
During the e a r l y months of the implementation p e r i o d , the 
d e c i s i o n g u i d e l i n e s f o r each OCC u n i t should be completed and fu t u r e 
implementation should be scheduled. The g u i d e l i n e s developed should 
comprehend: 
P o l i c y Management - The OCC's r e s p o n s i b i l i t y f o r p o l i c y 
performance should be d e l i n e a t e d and evaluated on a 
re g u l a r schedule by the Comptroller, the OCC's executive 
l e v e l personnel, and a d v i s o r y groups from the banking 
i n d u s t r y and the p u b l i c . The g u i d e l i n e s f o r p o l i c y 
o b j e c t i v e s and p o l i c y performance a f f e c t i n g n a t i o n a l 
banks should i n c l u d e such p u b l i c p o l i c y areas as the 
i n t e r p r e t a t i o n of p e r t i n e n t F e d e r a l s t a t u t e s , the 
recommendation of changes i n F e d e r a l s t a t u t e s , the OCC's 
r e l a t i o n s h i p s w i t h other F e d e r a l agencies, and the p o l i c y 
i m p l i c a t i o n s of emerging problem s i t u a t i o n s . 
General Management - The areas of p o l i c y performance should 
be t r a n s l a t e d i n t o s p e c i f i c w r i t t e n d e c i s i o n g u i d e l i n e s 
f o r the implementation of p o l i c y throughout the OCC. 
(For example, one aspect of the o b j e c t i v e of main t a i n i n g 
the soundness of n a t i o n a l banks could be expressed as 
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r e s t r i c t i n g those bank expansions that might cause 
unsound c o n d i t i o n s to r e s u l t . A d e c i s i o n g u i d e l i n e 
might be to deny an a p p l i c a t i o n i f one of the f o l l o w -
i n g c o n d i t i o n s were found to e x i s t : poor management, 
u n s a t i s f a c t o r y earnings p o t e n t i a l , i n d i c a t i o n s of 
s e l f d e a l i n g , poor l i q u i d i t y , or inadequate c a p i t a l . 
See a l s o the s e c t i o n e n t i t l e d "Corporate F u n c t i o n s " ) . 
Each year, the d e c i s i o n g u i d e l i n e s should be evaluated 
by a group composed of OCC executive l e v e l personnel 
r e s p o n s i b l e f o r the f o r m u l a t i o n of g u i d e l i n e s and 
personnel a f f e c t e d by the g u i d e l i n e s . The p e r i o d i c 
e v a l u a t i o n of g u i d e l i n e s should be used as a means of 
asse s s i n g the a d m i n i s t r a t i o n of the OCC as a. whole j u s t 
p r i o r to the development of annual operating o b j e c t i v e s 
f o r the OCC and i t s operating and s e r v i c e u n i t s . 
O p erational Management - Each u n i t of the OCC has respon-
s i b i l i t i e s i n v o l v i n g s p e c i f i c t a s k s . Operational 
o b j e c t i v e s should be expressed i n terms of the type of 
tasks to be performed by each u n i t w i t h i n the context 
of standards governing the q u a l i t y of work and i t s time-
l i n e s s . The accomplishment of the planned tasks of 
each u n i t should be the bas i s f o r e v a l u a t i n g o p e r a t i o n a l 
performance, as discussed subsequently i n t h i s s e c t i o n . 
The o r i e n t a t i o n of executive l e v e l personnel w i t h o p e r a t i o n a l 
planning should be conducted a f t e r the. Deputy Comptroller f o r Operations 
Planning has the p r e p a r a t i o n of the program w e l l underway; at that 
point f u r t h e r implementation should be scheduled. The Deputy Comp-
t r o l l e r f o r Operations Planning should meet i n d i v i d u a l l y w i t h executive 
l e v e l personnel to review the g u i d e l i n e s being formulated, to c o o r d i -
nate the s p e c i f i c features being developed and t o discuss the d e t a i l s 
of implementation. The g u i d e l i n e s should then be conformed by the 
Deputy Comptroller f o r Operations Planning to i n s u r e t h e i r i n t e r n a l 
consistency and be submitted to the Comptroller f o r review. 
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PLANNING 
The OCC i s r e s p o n s i b l e f o r the i n t e r p r e t a t i o n of p e r t i n e n t 
F e d e r a l s t a t u t e s i n the form of r e g u l a t i o n and other communications. 
The OCC i s a l s o r e s p o n s i b l e f o r recommending changes i n F e d e r a l 
s t a t u t e s a p p l i c a b l e t o n a t i o n a l banks and f o r m a i n t a i n i n g r e l a t i o n s h i p s 
w i t h v a r i o u s other F e d e r a l agencies. The OCC thus has s i g n i f i c a n t 
r e s p o n s i b i l i t i e s i n the f o r m u l a t i o n of p u b l i c p o l i c y a f f e c t i n g n a t i o n a l 
banks. A c c o r d i n g l y , the OCC must be judged by the e f f e c t i v e n e s s w i t h 
which i t i s able to achieve i t s broad p o l i c y o b j e c t i v e s and to r e d i r e c t 
i t s e l f as i t r e i n t e r p r e t s the i m p l i c a t i o n s of i t s p o l i c y o b j e c t i v e s . 
At the present time a w e l l - d e f i n e d system under which the 
Comptroller and the v a r i o u s executive l e v e l personnel o f the OCC can 
e f f e c t i v e l y p l a n , coordinate, manage, and c o n t r o l p o l i c y d e c i s i o n s t o 
meet the c u r r e n t and f u t u r e demands on bank r e g u l a t i o n does not e x i s t . 
Therefore, o p e r a t i o n a l plans to meet the o b j e c t i v e s of the OCC can, at 
best, be i n c o m p l e t e l y developed and coordinated. The OCC should adopt 
a formal planning process t h a t i n c o r p o r a t e s the concepts and the key 
f e a t u r e s expressed i n t h i s s e c t i o n of our r e p o r t . 
The p l a n n i n g process t h a t we are recommending w i l l r e q u i r e 
OCC personnel to determine i n advance the d i r e c t i o n they should f o l l o w , 
to explore a l t e r n a t i v e s , to deploy resources w i t h a p p r o p r i a t e balance, 
and to d i r e c t t h e i r i n d i v i d u a l performance toward the r e s u l t s f o r 
which they have assumed r e s p o n s i b i l i t y ( i n c o n t r a s t to much of the 
r e a c t i o n p l a n n i n g we observed during our s t u d y ) . 
As discussed i n the s e c t i o n of t h i s r e p o r t on o r g a n i z a t i o n a l 
s t r u c t u r e , the b a s i c f u n c t i o n s of the Deputy Comptroller f o r Operations 
Planning should be to d i r e c t the OCC p l a n n i n g process, to secure the 
statements of o p e r a t i n g plans from each o p e r a t i n g and s e r v i c e u n i t , 
and to d e r i v e from the planning process i n s i g h t s t h a t w i l l a s s i s t other 
OCC executives i n a n t i c i p a t i n g t h e i r o p e r a t i n g needs and i n improving 
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the OCC's ope r a t i n g performance. Moreover, the Deputy Comptroller f o r 
Operations Planning should be made r e s p o n s i b l e f o r the development and 
i n s t a l l a t i o n of the planning process. 
I n s p e c i f i c terms the r o l e of the Deputy Comptroller f o r 
Operations Planning should i n c l u d e the f o l l o w i n g d u t i e s : 
. A s s i s t i n g the e x e c u t i v e - l e v e l personnel i n i n t e r p r e t i n g 
the OCC's p o l i c y o b j e c t i v e s and i n developing usable 
o p e r a t i n g concepts f o r the o r g a n i z a t i o n . 
. Keeping the OCC's decision-making and planning mechanism 
adjusted to changing c o n d i t i o n s . 
. E s t a b l i s h i n g and d i r e c t i n g the process by which exec u t i v e -
l e v e l personnel of the OCC prepare o p e r a t i n g p l a n s . 
I d e n t i f y i n g major upcoming d e c i s i o n s and a s s u r i n g that 
the OCC's e x e c u t i v e - l e v e l personnel are provided w i t h 
r e l i a b l e planning i n f o r m a t i o n on a t i m e l y b a s i s . 
. A s s u r i n g t h a t other OCC e x e c u t i v e - l e v e l personnel have 
a c l e a r understanding o f the OCC's d e c i s i o n making 
process and planning p r a c t i c e s . 
Arranging f o r the c o m p i l a t i o n of the economic assumptions, 
the s o c i o - p o l i t i c a l assumptions, and the ope r a t i n g objec-
t i v e s t h a t are to be used by OCC e x e c u t i v e - l e v e l personnel 
i n planning t h e i r a c t i v i t i e s and c o o r d i n a t i n g those 
assumptions and o b j e c t i v e s . 
E d i t o r i a l l y c o n s o l i d a t i n g o p e r a t i n g plans and a c t i o n pro-
grams f o r the OCC's u n i t s i n t o one o v e r a l l planning 
document f o r the OCC as a whole. 
. R e s o l v i n g c o n f l i c t s t h a t a r i s e d uring the planning process 
and a s s i s t i n g other OCC e x e c u t i v e - l e v e l personnel i n 
i d e n t i f y i n g the steps necessary to r e a l i z e o p p o r t u n i t i e s 
f o r improved e f f e c t i v e n e s s . 
A f t e r the a c t i o n programs f o r the u n i t s have been c o n s o l i -
dated i n t o an o v e r a l l OCC a c t i o n program as we have recommended, the 
u n i t and i n d i v i d u a l commitments should represent an i n t e r n a l l y c o n s i s -
tent statement by r e s p o n s i b l e people t h a t binds them to s p e c i f i c work. 
P r e l i m i n a r y statements of the OCC's planning process should 
be set f o r t h and the time frame f o r plans, the update frequency, and 
formats should be o u t l i n e d . The e a r l y stages of the p e r i o d t o imple-
ment the i n i t i a l v e r s i o n of t h i s formal planning process should a l s o 
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i n c l u d e the p r e p a r a t i o n of programs t o o r i e n t other e x e c u t i v e - l e v e l 
personnel with the planning process e n v i s i o n e d f o r the OCC. 
Planning w i t h i n the OCC r e q u i r e s research and study of 
many aspects of the banking business, i t s r e g u l a t i o n s , and the future 
d i r e c t i o n o f the f i n a n c i a l system. We recommend t h a t the research 
and a n a l y s i s u n i t perform t h i s task. For example, at the present 
time, the prospects are tha t very s i z a b l e demands f o r c a p i t a l w i l l 
a f f e c t our economy and f i n a n c i a l markets i n the coming decade, espe-
c i a l l y i n the area of energy development and production. Accord-
i n g l y , there i s a need f o r a u t h o r i t a t i v e research p r o j e c t i n g such 
demands and d e l i n e a t i n g the r e s u l t i n g involvement of the banking 
system and the f i n a n c i a l markets. We t h e r e f o r e recommend tha t the 
OCC conduct or sponsor research which (1) p r o j e c t s the growth of the 
American economy t o the year 2000, (2) estimates the requirements of 
the p r o j e c t e d growth i n such terms as p l a n t and equipment, housing, 
consumer durable goods, and t r a n s p o r t a t i o n f a c i l i t i e s , (3) t r a n s -
l a t e s these requirements i n t o f i n a n c i a l demands which the banks and 
f i n a n c i a l markets w i l l be expected t o meet, and (4) i d e n t i f i e s and 
analyzes s p e c i f i c problem areas which are e s p e c i a l l y r e l a t e d t o the 
future performance of the banking system. 
Such long-range research would help balance the usual 
tendency f o r the planning assumptions of an o r g a n i z a t i o n t o be based 
on i t s short-term or intermediate-term e x t r a p o l a t i o n s of recent 
trends. The s i g n i f i c a n t r e s p o n s i b i l i t i e s of the OCC i n the formula-
t i o n o f p u b l i c p o l i c y a f f e c t i n g s t r u c t u r e and performance of the 
banking system argue f o r a perspective t h a t looks beyond the next 
few years. But the knowledge gained from s t r a t e g i c s t u d i e s l i k e l y 
w i l l not be converted i n t o meaningful r e s u l t s unless an e f f e c t i v e 
process of i n t e r p r e t a t i o n , decision-making, a c t i o n , c o r r e c t i v e i n f o r -
mation, and performance adjustment i s i n s t i t u t e d p u r p o s e f u l l y . 
The Comptroller i s charged with i n t e r p r e t i n g the p o l i c y 
o b j e c t i v e s , or the broad m i s s i o n , of the OCC and then s e t t i n g goals. 
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Those goals must be s e l e c t i o n s of fu t u r e courses of a c t i o n that w i l l 
ensure tha t the OCC w i l l m a i n t a i n i t s e f f e c t i v e n e s s i n meeting i t s 
broad p o l i c y o b j e c t i v e s . 
The F i r s t Deputy Comptrollers must then i n t e r p r e t the OCC 
goals and develop s p e c i f i c o p e r a t i n g o b j e c t i v e s f o r a t h r e e - t o - f i v e -
year p l a n . Corresponding sets of s o c i a l , economic, and p o l i t i c a l 
assumptions must be developed as v i t a l i n p u t s to the planning process. 
The operating o b j e c t i v e s and the planning assumptions must 
a l s o r e f l e c t s e l e c t e d i n p u t s from any s t r a t e g i c s t u d i e s that provide 
a u t h o r i t a t i v e research. 
The goals f o r a c h i e v i n g the OCC's broad p o l i c y o b j e c t i v e s 
should be expressed i n terms of o p e r a t i o n a l performance o b j e c t i v e s . 
These performance o b j e c t i v e s should be balanced i n terms of the ti m i n g 
of t h e i r f u t u r e e f f e c t and each should be balanced against the other 
o b j e c t i v e s to determine t h e i r r e l a t i v e p r i o r i t i e s . 
The s p e c i f i c o p e r a t i o n a l performance o b j e c t i v e s of the OCC 
should then be i n t e r p r e t e d by the heads of the OCC's operating and 
s e r v i c e u n i t s i n order to develop performance o b j e c t i v e s f o r t h e i r 
r e s p e c t i v e u n i t s . The o p e r a t i o n a l o b j e c t i v e s f o r the OCC's organiza-
t i o n a l u n i t s should be e x p l i c i t i n terms of performance that i s meas-
urable over the time frame of the planning process. The o p e r a t i o n a l 
performance o b j e c t i v e s should a l s o make p o s s i b l e q u a r t e r l y expressions 
of planned accomplishments and q u a r t e r l y measurements of r e s u l t s . 
The heads of the OCC's o r g a n i z a t i o n a l u n i t s should i n v o l v e 
t h e i r subordinates i n the s e t t i n g of o p e r a t i o n a l performance objec-
t i v e s and the p r e p a r a t i o n of a c t i o n programs to meet those o b j e c t i v e s . 
The OCC's u n i t goals might otherwise never become expressions of oper-
a t i n g commitments to s p e c i f i c achievements by OCC personnel. 
The primary s t r u c t u r e of the u n i t plans should conform 
w i t h the a c t i v i t i e s of the u n i t s , f o r example, commercial, t r u s t , 
and EDP examinations and bank o r g a n i z a t i o n s and s t r u c t u r e a c t i v i t i e s . 
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A c t i o n programs and s p e c i f i c p r o j e c t plans f o r a c h i e v i n g the u n i t 
goals should he s t a t e d , together w i t h the corresponding resource 
i m p l i c a t i o n s . To assure the i n t e r n a l c o n s i s t e n c y of pl a n s , the 
executive i n charge of each OCC u n i t should c o n s o l i d a t e the plans 
f o r the sec t i o n s that comprise the u n i t . We recommend that each 
u n i t executive then coordinate u n i t plans w i t h the Deputy Comptroller 
from Operations Planning and reach agreement w i t h the Deputy on 
matters that w i l l l a t e r f a c i l i t a t e the c o n s o l i d a t i o n of u n i t plans 
i n t o an OCC Plan. 
The OCC's u n i t operating o b j e c t i v e s should he t r a n s l a t e d 
i n t o s p e c i f i c performance commitments f o r the personnel of each u n i t . 
In the course of developing a c t i o n programs and p r o j e c t s f o r meeting 
u n i t o b j e c t i v e s , the i m p l i c a t i o n s f o r i n d i v i d u a l performance should 
be examined and i n d i v i d u a l performance commitments obtained. 
We consider i t necessary that the i n d i v i d u a l s i n each u n i t 
and t h e i r s u p e r v i s o r together set the goals of the i n d i v i d u a l s . Among 
the g o a l - s e t t i n g steps t h a t the OCC should undertake are: 
An assessment of the strengths of each i n d i v i d u a l and the 
nature of the c o n t r i b u t i o n s that the i n d i v i d u a l has made 
to the OCC i n the past. 
A review of each i n d i v i d u a l ' s p o t e n t i a l s f o r improvement 
i n the l i g h t of h i s present career p l a n w i t h the OCC 
An updated e v a l u a t i o n of the po i n t at which each i n d i v i -
dual's s p e c i f i c p o t e n t i a l s f o r development should r e c e i v e 
a t t e n t i o n i n order that o p p o r t u n i t i e s f o r i n d i v i d u a l 
c o n t r i b u t i o n might not be f o r f e i t e d . 
A study of OCC u n i t goals and the corresponding opportuni-
t i e s f o r i n d i v i d u a l c o n t r i b u t i o n s . 
A commitment to s p e c i f i c performance o b j e c t i v e s by the 
i n d i v i d u a l , together w i t h q u a r t e r l y comparisons of a c t u a l 
performance w i t h committed performance. 
P r e p a r a t i o n of s p e c i f i c a c t i o n programs w i t h e x p l i c i t steps 
f o r meeting the i n d i v i d u a l ' s performance commitments; 
these programs would apply the strengths of the i n d i v i d -
u a l to the c o n t r i b u t i o n o p p o r t u n i t i e s that flow from the 
performance o b j e c t i v e s of the OCC u n i t i n which he serves. 
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A summary of the resources that the i n d i v i d u a l needs to 
c a r r y out the i n d i v i d u a l a c t i o n programs, i n c l u d i n g any 
development of i n d i v i d u a l p o t e n t i a l s f o r p r o f e s s i o n a l 
growth w i t h i n the OCC. 
. An e v a l u a t i o n of the manner i n which the achievement of 
s p e c i f i c performance commitments by the i n d i v i d u a l w i l l 
move that person toward the goals r e f l e c t e d i n the 
i n d i v i d u a l ' s career development program w i t h the OCC. 
We b e l i e v e t h a t an i n d i v i d u a l who accepts r e s p o n s i b i l i t y 
f o r performance o b j e c t i v e s and f o r e f f e c t i v e work expects r e s p o n s i b l e 
a c t i o n , i n t u r n , from h i s s u p e r v i s o r . We b e l i e v e that the supervisor 
accepts r e s p o n s i b i l i t y f o r e s t a b l i s h i n g the o b j e c t i v e s of the u n i t , f o r 
the r a t i o n a l development of the u n i t ' s p r i o r i t i e s , f o r s t r u c t u r i n g 
a c t i o n programs, f o r making i n d i v i d u a l assignments, and f o r s e t t i n g 
o v e r a l l performance standards. 
We b e l i e v e t h a t the remaining element i n the OCC's p l a n n i n g / 
a c t i o n c y c l e must be the measurement and the adjustment of performance 
and o b j e c t i v e s . We recommend that the OCC use i n f o r m a t i o n concerning 
operating r e s u l t s compared to operating o b j e c t i v e s as a means of 
c o n t r o l . The c o n t r o l element should enable the OCC to couple the 
events of the most recent planning c y c l e to the s e t t i n g of new p e r f o r -
mance commitments t h a t have new resource i m p l i c a t i o n s . 
The key to the e v a l u a t i o n of the f u n c t i o n a l performance of 
each u n i t should be the u n i t ' s o p e r a t i o n a l p l a n . We recommend that 
the o p e r a t i o n a l p l a n set f o r t h the types of f u n c t i o n a l tasks to be 
performed by the u n i t , and, to the extent p o s s i b l e , the number of 
s p e c i f i c t a s k s . When the number of s p e c i f i c tasks cannot be pro-
j e c t e d , the expected assignments of the u n i t over the coming year 
should be made as s p e c i f i c as p o s s i b l e . I n a b i l i t y to provide some 
q u a n t i t a t i v e dimensions f o r the f u t u r e output of a u n i t should not 
be an occasion f o r exempting that u n i t from f u n c t i o n a l performance 
e v a l u a t i o n . Rather, such i n a b i l i t y p o i n t s to a need f o r more f r e -
quent e v a l u a t i o n , perhaps even on an assignment-by-assignment b a s i s . 
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We a l s o recommend that the o p e r a t i o n a l plan f o r each u n i t 
be formulated w i t h i n the context of standards governing q u a l i t y of 
work and i t s t i m e l i n e s s . There i n h e r e n t l y are some t r a d e - o f f s between 
q u a l i t y of work and e x p e d i t i o u s completion of t a s k s . We t h e r e f o r e 
recommend that standards of q u a l i t y be made as e x p l i c i t as p o s s i b l e 
and that time schedules f o r the completion of tasks a l s o be e x p l i c i t . 
Needs f o r s t a f f resources can be r e l i a b l y p r o j e c t e d i f standards of 
q u a l i t y and time schedules are made more e x p l i c i t . 
We suggest th a t the procedures and c r i t e r i a f o r f u n c t i o n a l 
e v a l u a t i o n f i r s t be e s t a b l i s h e d at the r e g i o n a l l e v e l . The recom-
mendations of t h i s r e p o r t f o r d e l e g a t i o n of c e r t a i n r e s p o n s i b i l i t i e s 
and d e c e n t r a l i z a t i o n of c e r t a i n tasks lends emphasis to the need f o r 
development of f u n c t i o n a l performance e v a l u a t i o n s at the r e g i o n a l l e v e l 
As the s t a f f at the Washington l e v e l i s r e s t r u c t u r e d , f u n c t i o n a l per-
formance e v a l u a t i o n should be developed f o r each l e v e l . The approach 
should not be to produce at once a comprehensive system of f u n c t i o n a l 
performance e v a l u a t i o n s . Instead, the approach should be to p r o j e c t 
a schedule f o r development of f u n c t i o n a l performance e v a l u a t i o n that 
i s c o n s i s t e n t w i t h the schedule f o r r e s t r u c t u r i n g the OCC at the Wash-
ington and r e g i o n a l l e v e l s . 
The implementation of the recommended planning process could 
be commenced immediately and be w e l l under way w i t h i n a year. Since 
the OCC's executive l e v e l personnel w i l l c a r r y out the implementation, 
the time r e q u i r e d f o r i t s accomplishment w i l l u l t i m a t e l y depend on 
them. They w i l l be r e s p o n s i b l e f o r making the plans, f o r having 
t h e i r subordinates c o n t r i b u t e to the plans, f o r c a r r y i n g out the a c t i o n 
programs c a l l e d f o r i n the plans, and f o r securing r e s u l t s . In d i s -
charging these r e s p o n s i b i l i t i e s , they w i l l have the opportunity to 
gain the p e r s p e c t i v e s and to e s t a b l i s h the d i s c i p l i n e s e s s e n t i a l to 
e f f e c t i v e performance. Preparing plans should be merely a means to 
an end; the purpose must be to achieve the OCC's o b j e c t i v e s 
e f f e c t i v e l y . 
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MANAGEMENT OP HUMAN RESOURCES 
We have discussed the importance of the OCC's having an 
appropriate o r g a n i z a t i o n a l s t r u c t u r e w i t h c l e a r l y defined l i n e s of 
a u t h o r i t y and r e s p o n s i b i l i t y , an e f f e c t i v e system f o r approving and 
communicating d e c i s i o n g u i d e l i n e s , and a formal planning process f o r 
managing i t s resources and i t s e f f e c t i v e n e s s . Since the p r i n c i p a l 
resource of the OCC i s i t s people, the management o f human resources 
i s a major f u n c t i o n a l r e s p o n s i b i l i t y w i t h i n the OCC. 
The OCC, because of the way i t bridges the f e d e r a l employ-
ment secto r and the p r o f e s s i o n a l - f i n a n c i a l s e c t o r e x i s t s w i t h i n both 
environments. The current a c t i v i t i e s r e l a t e d t o the management of 
the personnel of the OCC seem g e n e r a l l y t o r e f l e c t an assumption that 
the OCC e x i s t s almost e n t i r e l y i n the f e d e r a l employment sector 
although the p r o f e s s i o n a l - f i n a n c i a l community i s an employment secto r 
w i t h which the OCC competes f o r personnel. We b e l i e v e that the OCC 
should put i n t o e f f e c t an approach t o the management of human resources 
that makes the OCC competitive i n the p r o f e s s i o n a l - f i n a n c i a l community. 
We have reviewed s e l e c t e d p o s i t i o n s i n the p r o f e s s i o n a l -
f i n a n c i a l community, compared the OCC's current p r a c t i c e s w i t h the 
f i n d i n g s of that review, and formulated recommendations based on the 
comparisons. In reviewing the p r o f e s s i o n a l - f i n a n c i a l community, we 
a v a i l e d ourselves of st u d i e s prepared by b u s i n e s s - s e r v i c e organiza-
t i o n s r e l a t e d t o non-manufacturing companies i n the p r i v a t e s e c t o r , 
i n c l u d i n g banks, other f i n a n c i a l i n s t i t u t i o n s , and p r o f e s s i o n a l -
s e r v i c e o r g a n i z a t i o n s . 
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In t h i s s e c t i o n of our r e p o r t , we have set f o r t h the b a s i c 
framework of our key f i n d i n g s and recommendations f o r the major func-
t i o n a l areas of human resources management at the OCC. Our key 
recommendations provide f o r the development and implementation of: 
A comprehensive manpower planning program. 
A n a t i o n a l l y coordinated recruitment program. 
An upgraded employee r e l a t i o n s program. 
A new s a l a r y - a d m i n i s t r a t i o n program f o r excepted, 
p r o f e s s i o n a l , and t e c h n i c a l p o s i t i o n s . (The 
term, "excepted p o s i t i o n s " , as used i n t h i s 
r e p o r t , r e f e r s t o those p o s i t i o n s f o r which 
jobs are not b i d c o m p e t i t i v e l y under the u n i t e d 
States C i v i l S e rvice Commission.) 
An employee b e n e f i t s program mo d i f i e d to achieve 
a balance of b e n e f i t s more comparable t o the 
p r o f e s s i o n a l - f i n a n c i a l community. 
A comprehensive career development program. 
An e f f e c t i v e c o n t i n u i n g education program. 
Manpower Planning 
In our study of the OCC's manpower planning p r a c t i c e s , we 
evaluated the manner i n which the OCC conducts the f u n c t i o n s of organi-
z a t i o n a n a l y s i s , p o s i t i o n a n a l y s i s and e v a l u a t i o n , and employee 
ev a l u a t i o n . 
Current P r a c t i c e 
Based on our study, we b e l i e v e that the manpower planning 
now performed by the OCC emphasizes a s s i g n i n g a v a i l a b l e people to 
tas k s , p r i n c i p a l l y bank examinations, and t o r e c r u i t i n g a d d i t i o n a l 
employees. T o t a l manpower requirements f o r bank examinations are 
normally determined by using h i s t o r i c a l data on the man-days r e q u i r e d ; 
some regions a l s o apply f a c t o r s f o r a n t i c i p a t e d changes due t o changes 
i n l e v e l s of banking a c t i v i t y and other v a r i a b l e s . I f s u f f i c i e n t 
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manpower t o conduct the needed bank examinations does not e x i s t , a 
request i s made t o inc r e a s e personnel c e i l i n g s or t o attempt t o f i l l 
the requirement w i t h employees not covered by c e i l i n g s , such as f i n a n -
c i a l i n t e r n s . However, t h i s e f f o r t r e l a t e s t o s t a f f i n g requirements; 
i t i s not manpower planning. 
There i s l i t t l e coordinated e f f o r t w i t h i n the OCC t o deter-
mine requirements of p o s i t i o n s , a l t e r n a t e employee career paths, 
employee a b i l i t i e s In terms of present or f u t u r e requirements, or 
f u t u r e t r a i n i n g and h i r i n g needs. In a d d i t i o n , the present system 
does not giv e necessary c o n s i d e r a t i o n t o the development of inven-
t o r i e s of i n t e r - r e g i o n a l manpower s k i l l s , p o s i t i o n and p r o d u c t i v i t y 
analyses, or the impact of such r e l a t e d v a r i a b l e s as recruitment 
p a t t e r n s , s e l e c t i o n p a t t e r n s , m o b i l i t y p a t t e r n s , compensation, and 
a p p r a i s a l . 
Recommendations 
We recommend that the OCC adopt and implement a comprehen-
s i v e manpower planning system t o be coordinated by a s p e c i a l i z e d group 
w i t h i n the Human Resources u n i t . We recommend that the f u n c t i o n a l 
areas of concentration be: 
Orga n i z a t i o n A n a l y s i s - A determination of the 
requirements the OCC must f u l f i l l , an assessment 
of i t s o r g a n i z a t i o n a l s t r u c t u r e , and the i d e n t i -
f i c a t i o n of requirements f o r new or changed 
p o s i t i o n s . 
P o s i t i o n A n a l y s i s and E v a l u a t i o n - P o s i t i o n d e s c r i p -
t i o n s o u t l i n i n g the du t i e s and r e s p o n s i b i l i t i e s of 
each p o s i t i o n and the s k i l l s and experience 
r e q u i r e d f o r s a t i s f a c t o r y performance. 
Employee E v a l u a t i o n - Assessments of each i n d i v i d u a l ' s 
c a p a b i l i t i e s , performance, and p o t e n t i a l . Where 
p o s s i b l e , the next steps i n h i s career or promotion 
path should be i d e n t i f i e d . 
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Comparisons of p o s i t i o n e v a l u a t i o n s w i t h employee 
ev a l u a t i o n s f o r the purpose of a s c e r t a i n i n g the 
present c o r r e l a t i o n between the two and i d e n t i f y i n g 
those employees w i t h the p o t e n t i a l t o f i l l higher 
p o s i t i o n s . Such comparisons a l s o should provide 
i n f o r m a t i o n on personnel requirements and permit 
an assessment of the OCC's a b i l i t y t o s t a f f i t s 
o r g a n i z a t i o n a l development from i n t e r n a l sources. 
Primary emphasis should be placed upon o r g a n i z a t i o n a l p l a n -
ning and a n a l y s i s and upon i d e n t i f i c a t i o n of employees who are pres-
e n t l y promotable or who have promotion p o t e n t i a l . The f o l l o w i n g 
steps should be undertaken to accomplish the o b j e c t i v e s of the 
program: 
I d e n t i f i c a t i o n of o r g a n i z a t i o n a l needs and t h e i r 
e f f e c t on key p o s i t i o n s . 
Determination of a v a i l a b l e manpower. 
Pre p a r a t i o n of a summary of management personnel 
strengths and p o t e n t i a l s f o r improvements. 
I d e n t i f i c a t i o n of t r a i n i n g and h i r i n g needs. 
Determination of manpower requirements. 
Establishment of o r g a n i z a t i o n and manpower p l a n -
n i n g p o l i c i e s . 
In a d d i t i o n , the manpower planning system should i n c l u d e 
the f o l l o w i n g key f e a t u r e s : 
R e v i s i o n of the method used t o account f o r examiner 
time. 
C l a r i f i c a t i o n of r e l a t i o n s h i p s between examiner 
experience and man-hours expended. 
Development of r e g i o n a l p r o f i l e s showing an inven-
t o r y of p r o f e s s i o n a l s k i l l s and experience. 
Surveys of r e g i o n a l o f f i c e a c t i v i t i e s as w e l l as 
f o r e c a s t s of f u t u r e work. 
Forecasts of r e g i o n a l long-range growth p a t t e r n s . 
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We recommend that the OCC's manpower planning system be 
implemented i n two phases. The f i r s t phase would encompass the 
deputy co m p t r o l l e r p o s i t i o n s i n Washington, the r e g i o n a l a d m i n i s t r a -
t o r s , and other e x e c u t i v e - l e v e l personnel. The second phase would 
extend the program t o other management, p r o f e s s i o n a l , and t e c h n i c a l 
personnel. Use of the phased approach would have the f o l l o w i n g 
advantages: 
Key p o s i t i o n s having s i g n i f i c a n t long-term impact 
on OCC performance would be addressed i n the 
f i r s t phase. 
P a r t i a l implementation co u l d be achieved i n a sh o r t e r 
time frame and would r e s u l t i n a b e t t e r r e l a t i o n -
s h i p between e f f o r t and r e s u l t s . 
Recruitment 
Current P r a c t i c e 
We found that the OCC's present e f f o r t can be ca t e g o r i z e d 
i n t o r e c r u i t i n g t o f i l l (1) competitive p o s i t i o n s , (2) s p e c i f i c 
e x e c u t i v e - l e v e l or s p e c i a l i z e d p o s i t i o n s , and (3) examination p o s i -
t i o n s . R e c r u i t i n g t o f i l l competitive p o s i t i o n s g e n e r a l l y f o l l o w s 
C i v i l S e r v i c e procedures and inter-agency t r a n s f e r s supply the 
r e q u i r e d need. R e c r u i t i n g f o r s p e c i a l i s t s i s p r e s e n t l y a l i m i t e d 
e f f o r t designed t o meet s p e c i f i c needs. The primary r e c r u i t i n g 
e f f o r t , and the area t o which these comments are addressed, i n v o l v e s 
s t a f f i n g needs of the commercial and t r u s t examination f u n c t i o n s . 
T y p i c a l l y , the recruitment a c t i v i t y of a region i s geared 
to f u l f i l l p a r t i c u l a r r e g i o n a l needs. There i s l i m i t e d u n i f o r m i t y 
i n the a p p l i c a t i o n of standards; recruitments may not be conducted 
by t r a i n e d personnel and l i m i t e d g u i d e l i n e s e x i s t w i t h regard t o the 
use of recruitment sources. 
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Recommendations 
We recommend the adoption and implementation of an e f f e c -
t i v e n a t i o n a l r e c r u i t i n g program coordinated by the Human Resources 
u n i t . The primary source of f u t u r e employees f o r commercial and 
t r u s t examinations should be the c o l l e g e campus and i n d i v i d u a l s 
should be s e l e c t e d f o r t h e i r demonstrated e d u c a t i o n a l competence and 
t h e i r growth p o t e n t i a l , t o the extent growth p o t e n t i a l can be assessed 
at the entry l e v e l . 
The e f f e c t i v e n e s s of the OCC's r e c r u i t i n g program w i l l be 
s i g n i f i c a n t l y i n f l u e n c e d by other human-resource f u n c t i o n s , such as 
manpower planning, personnel development, and compensation. The 
recruitment f u n c t i o n that we recommend w i l l , f o r example, r e q u i r e 
that the OCC have c l e a r l y d e fined p o s i t i o n d e s c r i p t i o n s and personnel 
s p e c i f i c a t i o n s . The OCC w i l l a l s o need current analyses of the 
sources of f u t u r e employees and reasonably accurate determinations 
of the number of people r e q u i r e d i n each personnel category. 
We recommend that the OCC's r e c r u i t i n g program i n c l u d e : 
Uniform g u i d e l i n e s s t a t i n g s p e c i f i c e d u c a t i o n a l 
q u a l i f i c a t i o n s and other c r i t e r i a f o r each 
category of employee. 
N a t i o n a l c o o r d i n a t i o n by a new Human Resources 
Unit t o provide the necessary o r g a n i z a t i o n a l 
d i r e c t i o n and i n f o r m a t i o n a l exchange f o r the 
regions concerning the sources of p o t e n t i a l 
candidates and placement o p p o r t u n i t i e s f o r 
q u a l i f i e d candidates. 
Development and implementation of a t r a i n i n g pro-
gram f o r r e g i o n a l r e c r u i t e r s that w i l l i n c l u d e 
a seminar covering r e c r u i t i n g techniques and 
OCC goals. P a r t i c i p a t i o n i n the r e c r u i t e r s ' 
seminar should be a p r e r e q u i s i t e t o any a c t u a l 
on-campus r e c r u i t i n g . 
Development of aids f o r use by f i e l d r e c r u i t e r s . 
R e c r u i t i n g t o o l s i n c l u d e i n t e r v i e w forms, 
standard a p p l i c a n t e v a l u a t i o n forms, p r o f i l e 
forms, brochures, other i n f o r m a t i o n a l p u b l i c a -
t i o n s , and a r e c r u i t e r ' s manual. 
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Development of a screening system that w i l l pro-
v i d e an on-campus i n t e r v i e w f o r i n t e r e s t e d s t u -
dents. A f t e r the i n i t i a l i n t e r v i e w , s e l e c t e d 
candidates should be i n v i t e d t o the Regional O f f i c e 
f o r f u r t h e r i n t e r v i e w s . Based upon r e s u l t s of 
the Regional O f f i c e v i s i t , s e l e c t e d i n d i v i d u a l s 
should be extended a job o f f e r f o r t h a t r e g i o n . 
(In t h i s connection the e f f e c t i v e n e s s of the 
C i v i l S e r v i c e t e s t now given t o a p p l i c a n t s f o r 
examination p o s i t i o n s i s of d o u b t f u l v a l i d i t y 
and, i n l i e u of t h i s t e s t , education and back-
ground experience of a candidate should be evalu-
ated i n r e l a t i o n t o the d e f i n e d standards.) 
The requirement that the a p p l i c a n t possess an 
undergraduate degree w i t h a minimum of 24 semes-
t e r hours c r e d i t i n b u s i n e s s - r e l a t e d courses, 
such as business a d m i n i s t r a t i o n , f i n a n c e , 
accounting, law, economics, or banking. 
Development and implementation of a program f o r 
maintaining e f f e c t i v e c o l l e g e r e l a t i o n s . 
The scheduling of r e c r u i t i n g v i s i t s t o c o l l e g e s 
so t h a t they are as close i n time as p o s s i b l e 
to the v i s i t s of other o r g a n i z a t i o n s competing 
f o r the same students. 
Development of a s e r i e s of i n f o r m a t i o n brochures 
and other l i t e r a t u r e f o r d i s t r i b u t i o n t o c o l l e g e s 
and u n i v e r s i t i e s , banks, and i n t e r e s t e d members 
of the general p u b l i c . That l i t e r a t u r e should 
be e d u c a t i o n a l and should promote the d e s i r e d 
image of the OCC. 
S e l e c t i o n of r e g i o n a l r e c r u i t e r s from among N a t i o n a l 
Bank Examiners and R e p r e s e n t a t i v e s - i n - T r u s t w i t h 
the a b i l i t i e s and the d e s i r e t o p a r t i c i p a t e . A l s o , 
designated i n d i v i d u a l s must be given the time and 
resources t o do an e f f e c t i v e job. 
Coordination w i t h the new-employee t r a i n i n g programs 
to maintain the i n t e r e s t the new employee brought 
to the job. 
F l e x i b i l i t y i n the s t a f f i n g l e v e l of a r e g i o n t o 
permit employment of the t r u l y e x c e p t i o n a l i n d i -
v i d u a l when there might c u r r e n t l y be no job opening 
i n the region. 
Implementation of an i n t e r - r e g i o n a l r e f e r r a l system 
to i d e n t i f y each region's u n f u l f i l l e d r e c r u i t i n g 
requirements. 
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Employee R e l a t i o n s 
In our study of the OCC's employee-relations f u n c t i o n , we 
evaluated the manner i n which the O C C accomplishes i t s o b j e c t i v e s 
w h i l e t r e a t i n g i t s employees e q u i t a b l y and c o n s i s t e n t l y . The 
a c t i v i t i e s r e l a t e d t o those o b j e c t i v e s encompass the areas of 
employee s e c u r i t y and w e l l being, communications, personnel research, 
employee d i s c i p l i n e , employee-management working r e l a t i o n s , job 
s a t i s f a c t i o n , and work o p p o r t u n i t i e s . 
Based on our study, we have concluded tha t the OCC's present 
employee-relations e f f o r t i s l i m i t e d i n scope. To assure e q u i t a b l e 
and c o n s i s t e n t employee treatment, the employee-relations f u n c t i o n 
i n the OCC should be more than a passive c o n t r o l a c t i v i t y . 
We recommend that the OCC organize i t s employee-relations 
f u n c t i o n i n a manner c o n s i s t e n t w i t h i t s concept that employee a t t i -
tudes, job s a t i s f a c t i o n , work environment, and personal p r o d u c t i v i t y 
are e s s e n t i a l t o the achievement of the OCC's goals. 
We recommend the f o l l o w i n g : 
Development of w e l l - d e f i n e d performance standards 
( i n i t i a l l y f o r excepted, p r o f e s s i o n a l , and t e c h n i -
c a l p o s i t i o n s ) . 
Development and uniform a p p l i c a t i o n of w r i t t e n work 
r u l e s and p o l i c y . 
Development of more r e a l i s t i c and p r o f e s s i o n a l 
g u i d e l i n e s f o r the reimbursement of j o b - r e l a t e d 
expenses, such as t r a v e l , subsistence, excess 
commutation, and r e l o c a t i o n . 
Establishment of uniform employee c o n s t r u c t i v e 
d i s c i p l i n e procedures ( f o r f a i l u r e t o meet per-
formance standards as w e l l as work r u l e s ) . 
Implementation of the employee grievance appeal 
procedure o u t l i n e d i n an OCC A d m i n i s t r a t i v e 
C i r c u l a r d r a f t (suggested p o l i c y and procedures 
f o r r e s o l v i n g an employee disagreement w i t h a 
management a c t i o n i n such matters as promotions 
and d i s c i p l i n e ) , w i t h some m o d i f i c a t i o n s . 
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Upgrading of personnel research techniques and 
i n t e r n a l and e x t e r n a l communications. 
Development and implementation of formal manage-
ment t r a i n i n g i n employee-relations p o l i c i e s , 
procedures, and techniques. 
We f u r t h e r recommend that the OCC e f f e c t u a t e the recom-
mendations f o r improvement by developing: 
D e f i n i t i o n of work r u l e s , i n c l u d i n g performance 
standards and employee conduct. Work r u l e s 
enhance o b j e c t i v e personnel treatment, and make 
i t e a s i e r f o r employees t o understand r e s p o n s i -
b i l i t i e s and o b l i g a t i o n s . Work r u l e s a l s o pro-
v i d e guidance t o management t o ensure tha t d i s -
agreements are handled i n a c o n s i s t e n t and 
e q u i t a b l e manner. 
Procedures f o r i d e n t i f y i n g employees r e q u i r i n g 
counseling, a d d i t i o n a l t r a i n i n g , or c o n s t r u c t i v e 
d i s c i p l i n e , so as t o promote harmonious working 
r e l a t i o n s h i p s between employees and the 
o r g a n i z a t i o n . 
Employee appeal and management review procedures 
t o ensure that employees are p r o t e c t e d against 
c a p r i c i o u s and a r b i t r a r y acts and t o serve as 
the feedback mechanism f o r e v a l u a t i n g the moti-
v a t i o n , l e a d e r s h i p , and "people" s k i l l s of man-
agement personnel. W e l l documented appeal pro-
cedures i n c l u d e t i m i n g requirements, o r g a n i z a t i o n a l 
r e s p o n s i b i l i t y f o r s o l u t i o n and response, and top 
management review. 
Personnel re s e a r c h and communication t o develop and 
put i n t o e f f e c t systems f o r c o l l e c t i n g and assess-
i n g employee a t t i t u d e s w i t h the o b j e c t i v e of 
improving employee-management r e l a t i o n s h i p s and 
c o n d i t i o n s of work. 
We a l s o recommend that the OCC concentrate a t t e n t i o n on 
r e v i s i n g i t s g u i d e l i n e s f o r j o b - r e l a t e d expenses. The OCC i s an 
o r g a n i z a t i o n w i t h many p r o f e s s i o n a l employees; we suggest that the 
reimbursement of j o b - r e l a t e d expenses be handled acc o r d i n g l y . I n t e r -
views that we conducted i n d i c a t e that an employee-relations problem 
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may e x i s t w i t h respect t o j o b - r e l a t e d expenses. We have set f o r t h 
below a d i s c u s s i o n of fou r s p e c i f i c sources of j o b - r e l a t e d expenses 
that appear t o present the OCC w i t h employee-relations d i f f i c u l t i e s 
i n v a r y i n g degrees: 
Personnel r e l o c a t i o n p o l i c y 
T r a v e l allowance 
Per-diem r a t e 
Commutation allowance 
Personnel R e l o c a t i o n P o l i c y 
The i n t e n t of the OCC's r e g u l a t i o n s p e r t a i n i n g t o r e l o c a t i o n 
expenses compares f a v o r a b l y , on balance, w i t h p r a c t i c e s i n the pro-
f e s s i o n a l - f i n a n c i a l employment community. However, the implementa-
t i o n of the OCC's i n t e n t could be improved by p r o v i d i n g f o r r e l o c a -
t i o n reimbursement that i n c o r p o r a t e s the f o l l o w i n g f e a t u r e s : 
Reimbursement of a c t u a l expenses i n c u r r e d up t o 
e s t a b l i s h e d maximums 
P r o v i s i o n f o r a d d i t i o n a l reimbursement on an exception 
b a s i s , case-by-case, a f t e r appropriate a d m i n i s t r a t i v e 
approval 
T r a v e l Allowance 
The OCC's t r a v e l allowance f o r business use of p r i v a t e l y 
owned v e h i c l e s i s at the r a t e of 12 cents per mi l e . To promote 
car - p o o l i n g arrangements, there i s an a d d i t i o n a l allowance of 5 cents 
per mile per author i z e d passenger. The t r a v e l r e g u l a t i o n s f u r t h e r 
p r e s c r i b e that " i f an employee e l e c t s t o t r a v e l unaccompanied f o r per-
sonal convenience, he may cl a i m reimbursement at the r a t e of 5 cents 
per m i l e . " The r e g u l a t i o n s do not define the term "personal con-
venience", a s i t u a t i o n that has caused d i s s a t i s f a c t i o n . 
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We recommend that "personal convenience" be defined more 
e x p l i c i t l y . Examples should be given of "personal convenience" 
d r i v i n g and/or approved c a r - p o o l i n g arrangements. In a d d i t i o n , we 
b e l i e v e that the allowances should be reviewed and adjusted t o 
r e f l e c t the i n c r e a s e d costs of f u e l and other automotive expense. 
Per Diem Rate 
The OCC's per diem r a t e i n the 48 contiguous s t a t e s i s $25. 
Although p r o v i s i o n s f o r supplements are a v a i l a b l e i f i t i s determined 
tha t a p a r t i c u l a r l o c a l i t y warrants a supplement, employees are d i s -
s a t i s f i e d w i t h the l i m i t a t i o n s , p a r t i c u l a r l y i n the higher-cost l o c a l i -
t i e s . I t i s d i f f i c u l t t o e s t a b l i s h a u n i v e r s a l per diem r a t e due t o 
the nonuniform c o n d i t i o n s which are encountered throughout the country. 
We suggest that the OCC: 
Develop per-diem allowances f o r l o c a l i t i e s t o which 
employees t r a v e l r e p e t i t i v e l y . Such e s t a b l i s h e d 
allowances should be reviewed p e r i o d i c a l l y and 
adjusted t o the then-current cost c o n d i t i o n s . 
Set up a procedure f o r a d m i n i s t r a t i v e approval of 
per-diem allowances on a case-by-case b a s i s f o r 
l o c a l i t i e s t o which employees do not t r a v e l 
r e p e t i t i v e l y . 
The a d m i n i s t r a t i o n of the r e v i s e d p r a c t i c e s f o r per diem 
allowances should be monitored r e g u l a r l y t o preclude misunderstandings. 
Excess Commutation 
The commutation allowance of an OCC employee t r a v e l i n g t o 
an examination assignment i n h i s normal commuting area ( w i t h i n 50 
miles of the headquarters o f f i c e ) i s a f i x e d amount of $6 per work-
day. Employees commuting t o a headquarters l o c a t i o n r e c e i v e the 
allowance u n t i l they are considered t o have been assigned t o head-
quarters on a semi-permanent b a s i s . O r i g i n a l l y , the allowance was 
intended f o r assignments r e q u i r i n g employees t o i n c u r a d d i t i o n a l 
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commuting expense. Since examination assignments are o f t e n c l o s e 
t o headquarters l o c a t i o n s , many headquarters exployees appear to be 
d i s s a t i s f i e d with the d i s p a r i t y . 
We recommend that the f i x e d $6 allowance be e l i m i n a t e d and 
that the employee report a c t u a l commuting expenses, l e s s the amount 
normally r e q u i r e d f o r commutation t o h i s headquarters l o c a t i o n . This 
recommendation should be implemented, however, only i n conjunction 
with the implementation of the s a l a r y a d m i n i s t r a t i o n p l a n that we 
recommend. 
Compensation and Employee B e n e f i t s 
In reviewing the OCC's present s a l a r y a d m i n i s t r a t i o n program, 
we noted that the vast m a j o r i t y o f excepted s e r v i c e p o s i t i o n s do not 
p r e s e n t l y have adequate p o s i t i o n d e s c r i p t i o n s or performance standards 
and i t i s t h e r e f o r e d i f f i c u l t f o r the OCC t o e s t a b l i s h an o b j e c t i v e 
b a s i s f o r the e v a l u a t i o n o f p o s i t i o n s and employee performance. We 
a l s o noted that no planned, formal determination of competitive s a l a r y 
ranges i n the p r o f e s s i o n a l - f i n a n c i a l community i s made. Further, the 
s a l a r y d i f f e r e n t i a l s between steps i n the same grade are not s u f f i c i e n t . 
With regard to the competitiveness o f s a l a r i e s , we reviewed 
s a l a r y data f o r p r o f e s s i o n a l - f i n a n c i a l p o s i t i o n s comparable to those 
w i t h i n the OCC's e x i s t i n g s t r u c t u r e . Our a n a l y s i s i n c l u d e d p o s i t i o n s 
o f s i m i l a r r e s p o n s i b i l i t y i n f i n a n c i a l i n s t i t u t i o n s , the accounting 
p r o f e s s i o n , and p r i v a t e i n d u s t r y . Though no planned or formal 
determination of market i s p r e s e n t l y undertaken by the Personnel 
D i v i s i o n , we found that the s t a r t i n g examiner s a l a r y i s reasonably 
competitive with the p r o f e s s i o n a l - f i n a n c i a l market, and that the 
OCC's pay l e v e l s are comparable to the General Schedule (GS). 
I t was d i f f i c u l t to make an o b j e c t i v e comparison o f OCC 
pay l e v e l s to the p r o f e s s i o n a l - f i n a n c i a l community, because o f the 
l a c k of adequate p o s i t i o n d e s c r i p t i o n s . However, based on our 
understanding of the OCC's p o s i t i o n s , lower l e v e l p o s i t i o n s appeared 
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t o compare f a v o r a b l y with market data but the t o p - l e v e l p o s i t i o n s 
(Comptroller, Regional A d m i n i s t r a t o r s , F i r s t Deputy, and Deputy 
Comptrollers, C h i e f Counsel, C h i e f N a t i o n a l Bank Examiner, etc. ) are 
p a i d lower than competitive p o s i t i o n s i n terms of o v e r - a l l d i r e c t 
compensation. 
A n a l y s i s o f the step schedules i n d i c a t e d that the d i f f e r -
e n t i a l s between adjacent steps i n the same grade provide i n s u f f i c i e n t 
g o a l achievement. This s i t u a t i o n i s f u r t h e r aggravated by the 
$36,000 maximum s a l a r y l i m i t . "When the t o p - l e v e l p o s i t i o n s are made 
competitive with the p r o f e s s i o n a l - f i n a n c i a l community, the d i f f e r e n c e s 
between grades and the ranges w i t h i n grades a l s o c o u l d be adjusted t o 
r e f l e c t more a p p r o p r i a t e l y the i n c r e a s i n g importance o f the jobs. 
Furthermore, the e v a l u a t i o n o f OCC personnel performance on 
a c o n s i s t e n t , o b j e c t i v e b a s i s i s d i f f i c u l t without adequate p o s i t i o n 
d e s c r i p t i o n s and performance standards. Consequently, s a l a r y increases 
i n the step schedule tend t o be automatic r a t h e r than merit-based. 
E x i s t i n g examiner ev a l u a t i o n s are t r a i t - o r i e n t e d r a t h e r than accom-
pli s h m e n t - o r i e n t e d because performance l e v e l s (e.g. good, very good, 
f a i r ) are not c l e a r l y d e f i n e d and t h e r e f o r e are subject to varying 
i n t e r p r e t a t i o n s . As a r e s u l t o f these s i t u a t i o n s , OCC personnel 
understanding o f the r e l a t i o n s h i p between performance and reward i s 
l i m i t e d . 
The current OCC personnel p o l i c y manual does not adequately 
d e s c r i b e an e q u i t a b l e and c o n s i s t e n t a p p l i c a t i o n p o l i c y with respect 
t o the or g a n i z a t i o n ' s compensation philosophy. 
The e v a l u a t i o n o f employee performance and the determination 
o f s a l a r y adjustments commensurate with accomplishments l a c k s the 
e f f e c t i v e n e s s intended by the o r i g i n a l p o l i c y . A "de f a c t o " e v a l u -
a t i o n and s a l a r y adjustment s i t u a t i o n has r e s u l t e d and increases are 
o f t e n granted because i t i s d i f f i c u l t to a v o i d them under the e x i s t -
i n g system. 
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The adjustment f a c t o r s i n the compensation system are l a c k -
i n g as evidenced by the widespread concern over the l i m i t s i n the 
executive schedule and the supergrade l i m i t . Thus, maintenance o f 
the compensation system i s somewhat i n c o n s i s t e n t with changing market 
co n d i t i o n s . 
The s a l a r y a d m i n i s t r a t i o n p l a n that we recommend f o r the 
OCC i s an organized, formal approach t o : 
Determining f o r each p o s i t i o n a s a l a r y l e v e l t h a t 
i s competitive w i t h the e x t e r n a l p r o f e s s i o n a l -
f i n a n c i a l community and e q u i t a b l e i n r e l a t i o n 
t o other p o s i t i o n s i n the OCC o r g a n i z a t i o n . 
P r o v i d i n g a b a s i s f o r s a l a r y adjustments i n accord-
ance with i n d i v i d u a l performance. 
The a p p l i c a t i o n o f C i v i l S e r v i c e procedures, i n c l u d i n g the 
$36,000 maximum s a l a r y l i m i t , which unduly l i m i t the use of m e r i t 
i n c e n t i v e s should be c u r t a i l e d , except p o s s i b l y f o r competitive 
p o s i t i o n s . 
The development of the recommended s a l a r y a d m i n i s t r a t i o n 
plan w i l l r e q u i r e four p r i n c i p a l steps: 
C l a s s i f i c a t i o n of p o s i t i o n s by means o f an accepted 
method of job e v a l u a t i o n to determine t h e i r 
r e l a t i v e i n t e r n a l worth. 
Determination of the d o l l a r worth of p o s i t i o n s by 
means of a survey to c o l l e c t Information from 
outside sources as to s a l a r y l e v e l s f o r comparable 
p o s i t i o n s . 
Development o f an a p p r o p r i a t e s t r u c t u r e of s a l a r y 
grades or ranges. 
P r e p a r a t i o n of a comprehensive s a l a r y a d m i n i s t r a t i o n 
manual p r o v i d i n g the framework f o r m a i n t a i n i n g the 
program and covering such p o l i c y areas as employee 
m e r i t - r a t i n g procedure, s a l a r y adjustments, and 
promotions. 
E - 3 9 
In order t o achieve an o r d e r l y implementation of the f o r e -
going program, the OCC should create: 
1. A S a l a r y A d m i n i s t r a t i o n P o l i c y Committee composed of 
a s m a l l number of executive l e v e l personnel w i t h 
the a u t h o r i t y t o monitor the progress of a recom-
mended Task Force ( h i g h l i g h t e d below) and t o review 
and approve the Task Force's grade assignments. 
2. A L i n e Management Committee, composed of r e g i o n a l 
a d m i n i s t r a t o r s and s u p e r v i s o r y personnel i n v o l v e d 
i n s p e c i f i c short-term tasks throughout the course 
of the p r o j e c t . This committee would be respon-
s i b l e f o r p r e p a r a t i o n of promotional sequences, 
r e p o r t i n g r e l a t i o n s h i p s , o r g a n i z a t i o n c h a r t s , p o s i -
t i o n d e s c r i p t i o n s , and e v a l u a t i o n of the r e l a t i v e 
i n t e r n a l importance of a l l p o s i t i o n s . 
3. A Task Force, composed of OCC and outside personnel 
knowledgeable i n the f i e l d s of job e v a l u a t i o n , 
p o s i t i o n c l a s s i f i c a t i o n , and compensation. The 
Task Force would be r e s p o n s i b l e f o r documenting 
current s a l a r y a d m i n i s t r a t i o n methods, t r a i n i n g 
l i n e personnel, developing c l a s s i f i c a t i o n s p e c i f i -
c a t i o n s , a c q u i r i n g or conducting s a l a r y surveys, 
developing the s a l a r y s t r u c t u r e , a s s i g n i n g p o s i t i o n s 
t o s a l a r y grades, and developing s a l a r y a d m i n i s t r a -
t i o n p o l i c y . 
Approximately one-fourth of an OCC i n d i v i d u a l ' s t o t a l com-
pensation i s i n employee b e n e f i t s ( t h a t i s , i n a form other than 
s a l a r i e s and wages), a p r o p o r t i o n that i s not m a t e r i a l l y i n c o n s i s t e n t 
w i t h the experience of the p r i v a t e s e c t o r . The OCC's b e n e f i t s pro-
gram i s , i n general, competitive i n the Federal-employment sect o r and 
i n the p r o f e s s i o n a l - f i n a n c i a l community. The OCC might, however, 
consider the f o l l o w i n g improvements t o achieve a somewhat more com-
p e t i t i v e balance i n i t s present b e n e f i t s program: 
P r o v i d i n g the OCC's employees the opportunity t o 
purchase a d d i t i o n a l amounts of group l i f e 
insurance. 
Paying the f u l l h e a l t h and major medical insurance 
premium f o r employees, w h i l e c o n t i n u i n g t o pay 
only a p o r t i o n of t h i s premium f o r employee 
dependents. 
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Granting s i c k leave i n a n n u a l l y renewed, graduated 
amounts based on l e n g t h of s e r v i c e , i n s t e a d o f 
the current accrual-and-accumulation b a s i s . 
I n c r e a s i n g pension b e n e f i t s t o p a r a l l e l c e r t a i n 
p r o v i s i o n s of the Employee Retirement Income 
S e c u r i t y Act o f 1974 (although government plans 
are excluded from the "labor p r o v i s i o n s " of the 
Act) so t h a t the OCC might remain competitive i n 
the p r o f e s s i o n a l - f i n a n c i a l community. Such pro-
v i s i o n s i n c l u d e p o r t a b i l i t y , v e s t i n g (three a l t e r -
n a t i v e s p r o v i d e d ) , and d i s t r i b u t i o n s . 
Broadening d i s a b i l i t y compensation coverage t o 
i n c l u d e d i s a b i l i t y s u s t a i n e d o f f the job, the 
cost t o be shared by the OCC and i t s employees. 
Personnel Development 
The term, "personnel development", r e f e r s t o the i n t e r -
r e l a t e d programs of career development and c o n t i n u i n g education that 
are needed to assure the p r o f e s s i o n a l competence of the OCC's manage-
ment and p r o f e s s i o n a l s t a f f . 
Summary of Current Program and Recommendations 
A f t e r reviewing the requirements and a c t i v i t i e s of the OCC, 
we have concluded t h a t i t s career-development and e d u c a t i o n a l e f f o r t s 
can be improved s i g n i f i c a n t l y i n the f o l l o w i n g r e s p e c t s : 
Emphasis and Support - There i s at present 
i n s u f f i c i e n t coordinated career-development 
a c t i v i t y w i t h i n the OCC, and the present 
t e c h n i c a l education program i s p r i m a r i l y 
d i r e c t e d t o c e r t a i n aspects of examination. 
The need f o r a w e l l s t r u c t u r e d career-
development program, f o r c o n t i n u i n g educa-
t i o n i n other p r o f e s s i o n a l areas, and f o r 
management development r e q u i r e heavier 
emphasis and support. 
We recommend t h a t the OCC give appropriate 
r e c o g n i t i o n t o the need f o r career-develop-
ment and f o r c o n t i n u i n g education i n a l l 
p r o f e s s i o n a l and management areas. The OCC 
should provide the resources necessary f o r 
the development and maintenance of comprehensive 
and coordinated programs i n those areas. The 
s e n i o r e x e c u t i v e - l e v e l personnel of the OCC 
should c o n t i n u a l l y support the program. 
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O r g a n i z a t i o n - During our i n i t i a l survey we observed 
t h a t the present Career and Employee Development 
Branch has performed a somewhat passive r o l e , i n 
that other u n i t s o f the OCC have developed t h e i r 
own formal t r a i n i n g programs. We b e l i e v e t h a t the 
Branch i s p r e s e n t l y n e i t h e r organized nor s t a f f e d 
t o provide the necessary d i r e c t i o n and c o o r d i n a t i o n 
f o r the personnel development we recommend. 
We recommend t h a t the OCC reorganize the present 
Career and Employee Development Branch as the Per-
sonnel Development D i v i s i o n of the Human Resources 
u n i t ; appoint an A d v i s o r y Committee on Personnel 
Development, composed of s e n i o r e x e c u t i v e - l e v e l 
personnel and an education c o n s u l t a n t , t o provide 
guidance t o the D i v i s i o n ; appoint a D i r e c t o r of 
the Personnel Development D i v i s i o n with a back-
ground i n education and human-resource management; 
appoint q u a l i f i e d s p e c i a l i s t s i n personnel and 
executive development and i n t e c h n i c a l and manage-
ment education; and provide the D i v i s i o n with the 
necessary support s t a f f and p h y s i c a l resources. 
In a d d i t i o n , the OCC should a s s i g n r e g i o n a l person-
n e l t o coordinate r e g i o n a l requirements and programs 
w i t h the Personnel Development D i v i s i o n . 
Career Development - There i s at present i n s u f f i c i e n t 
coordinated a c t i v i t y i n t h i s human resource f u n c t i o n . 
We recommend t h a t the OCC e s t a b l i s h , as part of the 
Personnel Development D i v i s i o n , a career-development 
a c t i v i t y w i t h s t a f f and resources f o r as s e s s i n g and 
e v a l u a t i n g the career p o t e n t i a l o f p r o f e s s i o n a l OCC 
personnel, f o r p r o v i d i n g guidance and advice on 
i n d i v i d u a l career-advancement programs, f o r c o o r d i -
n a t i n g the career-development f u n c t i o n with the 
planning f u n c t i o n that we have recommended, and f o r 
a s s i s t i n g i n the placement of personnel w i t h l i m i t e d 
f u t u r e p o t e n t i a l i n the OCC. 
P r o f e s s i o n a l T echnical Education - The OCC's formal 
t e c h n i c a l education e f f o r t s are now d i r e c t e d p r i n -
c i p a l l y t o c e r t a i n aspects of the examination 
f u n c t i o n . The present t r a i n i n g e f f o r t r e q u i r e s 
improvement i n program scope and content, i n 
a p p l i c a b i l i t y t o groups of peers, i n i n s t r u c t i o n a l 
techniques, i n e f f e c t i v e n e s s of i n s t r u c t o r s , and 
i n adequacy of f a c i l i t i e s . 
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We recommend tha t the OCC take a c t i o n t o develop 
e f f e c t i v e , comprehensive, and formal education 
programs f o r commercial, i n t e r n a t i o n a l , t r u s t , 
and EDP examiners and f o r the f u r t h e r t r a i n i n g 
of a t t o r n e y s , economists and other p r o f e s s i o n a l s . 
P r o f e s s i o n a l Management Education - The present 
management education program i n c l u d e s the m a j o r i t y 
of the t o p i c s and concepts we consider t o be neces-
sary. However, the b r e v i t y of the current program 
precludes the d e s i r e d in-depth explanations and 
adequate p a r t i c i p a n t involvement. 
We recommend tha t the OCC improve the e f f e c t i v e -
ness of the management education program through 
more comprehensive coverage of r e l e v a n t t o p i c s 
and concepts, a c t i v e involvement of p a r t i c i p a n t s , 
and augmentation of the l e c t u r e format w i t h other 
teaching methods. 
Findings and Recommendations 
In the f o l l o w i n g commentary we present more d e t a i l concern-
i n g our f i n d i n g s and recommendations f o r the personnel development 
fu n c t i o n s r e l a t e d t o : 
The o r g a n i z a t i o n of the people a s s o c i a t e d w i t h per-
sonnel development, i n c l u d i n g a commentary w i t h 
respect t o areas of r e s p o n s i b i l i t i e s and e x p e r i -
ence q u a l i f i c a t i o n s . 
Examples of development programs. 
Methods f o r determining the e d u c a t i o n a l requirements 
of OCC personnel and f o r c o n t r o l l i n g the educa-
t i o n a l programs. 
Suggested t e c h n i c a l and management course s t r u c t u r e 
f o r v a r i o u s career l e v e l s of OCC experience. 
Suggested t r a i n i n g methods. 
S e l e c t i o n and t r a i n i n g of i n s t r u c t o r s f o r p r o f e s -
s i o n a l education courses. 
The OCC's Career and Employee Development Branch i s p r e s e n t l y 
a u n i t of the Personnel Management D i v i s i o n of the O f f i c e of the Deputy 
Comptroller of the Currency f o r A d m i n i s t r a t i o n . C e n t r a l i z e d coordina-
t i o n of t r a i n i n g does not p r e s e n t l y e x i s t . The Branch coordinates 
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meetings and the use of f a c i l i t i e s , and provides support f o r repro-
duction and m a i l i n g s e r v i c e s . The planning and scheduling of 
schools, t r a i n i n g courses, and development programs i s being p r i m a r i l y 
accomplished by personnel i n r e g i o n a l o f f i c e s and i n departments of 
the Washington o f f i c e w i t h l i t t l e c e n t r a l i z e d d i r e c t i o n and p r o f e s -
s i o n a l a s s i s t a n c e from the Branch. 
We recommend that the OCC reorganize the Branch t o perform 
expanded r e s p o n s i b i l i t i e s more e f f e c t i v e l y and provide c e n t r a l i z e d 
d i r e c t i o n and c o o r d i n a t i o n t o the e n t i r e personnel development e f f o r t . 
In r e o r g a n i z a t i o n , the Branch should become a Personnel Development 
D i v i s i o n w i t h two branches: Career Development and Continuing Educa-
t i o n . The s p e c i f i c r e s p o n s i b i l i t i e s of the new branches are d i s -
cussed below. 
The establishment and maintenance of an e f f e c t i v e personnel 
development a c t i v i t y f o r the OCC w i l l r e q u i r e the support and coopera-
t i o n of a l l segments of the o r g a n i z a t i o n . However, i n i n i t i a t i n g the 
program, the d i r e c t i o n of e f f o r t and the a l l o c a t i o n of resources (human 
and. f i n a n c i a l ) must be guided by i n d i v i d u a l s w i t h knowledge of the 
OCC's broad o r g a n i z a t i o n a l goals and f u t u r e needs. Accordingly, we 
recommend the establishment of an Advisory Committee on Personnel 
Development to provide guidance f o r the development of programs, the 
assignment of p r i o r i t i e s , and the a l l o c a t i o n of resources among com-
pe t i n g demands. The scope of the Committee should encompass both 
the continuing education program and the career development program. 
The Committee's l i f e could be l i m i t e d t o two t o three years or u n t i l 
the OCC planning process i s f u n c t i o n i n g e f f e c t i v e l y . This committee 
should be composed of senior management personnel r e p r e s e n t i n g : 
The bank examination f u n c t i o n . 
The i n t e r n a t i o n a l examination f u n c t i o n . 
The t r u s t examination f u n c t i o n . 
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The N a t i o n a l Bank S u r v e i l l a n c e System f u n c t i o n . 
The Washington supporting s t a f f f u n c t i o n . 
Regional a d m i n i s t r a t i o n . 
The personnel development f u n c t i o n . 
Outside c o n s u l t a t i o n , as necessary. 
The remainder of t h i s s e c t i o n deals w i t h the r e s p o n s i b i l i -
t i e s of the two branches (Career Development and Continuing Educa-
t i o n ) and our recommendations concerning t h e i r f u n c t i o n s and methods 
of operation. 
Career Development 
Although c l o s e l y r e l a t e d to c o n t i n u i n g education, the 
career-development f u n c t i o n i s an important separate program tha t 
should encompass the f o l l o w i n g a c t i v i t i e s : assessment and evalua-
t i o n of i n d i v i d u a l career p o t e n t i a l s , counseling of employees regard-
i n g t h e i r i n d i v i d u a l programs f o r advancement i n the OCC, out-placement 
of personnel whose f u r t h e r advancement i s l i m i t e d and not i n the best 
i n t e r e s t s of the OCC, and c o o r d i n a t i o n w i t h other human resources 
programs. 
The Executive Development Program, a s s o c i a t e d w i t h Execu-
t i v e Order 11315, dated November 17, 1966, provides f o r the i d e n t i f i -
c a t i o n and development of i n d i v i d u a l s demonstrating executive t a l e n t . 
One primary purpose of the program i s to broaden conceptual under-
standing and f o s t e r r e a l i s t i c a p p l i c a t i o n of the p r i n c i p l e s and 
g u i d e l i n e s u n d e r l y i n g management, a d m i n i s t r a t i o n , and l e a d e r s h i p . 
U s u a l l y from f i v e to ten OCC executives are s e l e c t e d each year to 
p a r t i c i p a t e i n t h i s program. 
The Upward M o b i l i t y Program, a program a s s o c i a t e d w i t h P u b l i c 
Law 92-261, dated March 24, 1972, i s designed to provide o p p o r t u n i t i e s 
f o r t r a i n i n g , educating, u t i l i z i n g , and advancing employees i n 
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grade GG-7 and below, p a r t i c u l a r l y those who f e e l they are under-
u t i l i z e d or i n "dead-end" occupations. Though the program's ch a r t e r 
i s f a i r l y broad, i t s a p p l i c a t i o n i s l i m i t e d t o s p e c i f i c grades and 
s p e c i a l s i t u a t i o n s . 
These two e f f o r t s c o n s t i t u t e the core of the OCC's career 
development work and are c l e a r l y r e s t r i c t e d i n t h e i r range of a p p l i -
c a t i o n . An OCC-wide program open t o a l l grades i s needed t o f i l l 
the v o i d l e f t by the current e f f o r t s . 
We recommend that a q u a l i f i e d s p e c i a l i s t i n personnel and 
executive development be appointed t o head the Career Development 
Branch of the Personnel Development D i v i s i o n w i t h r e s p o n s i b i l i t i e s 
as f o l l o w s : 
Assessment - I n d i v i d u a l s i n the OCC who are q u a l i f i e d 
f o r career s e r v i c e , as w e l l as those who are incom-
petent and p o o r l y motivated, should be i d e n t i f i e d 
e a r l y i n the employment term. I n i t i a l l y , that 
i d e n t i f i c a t i o n should be an i n t e g r a l part of per-
formance a p p r a i s a l . However, a f t e r a p e r i o d of 
some eight or ten years, a more s p e c i a l i z e d assess-
ment approach can be e f f e c t i v e i n h e l p i n g p a r t i c i -
pants who have demonstrated top-management p o t e n t i a l 
design and shape t h e i r careers w i t h the OCC. The 
OCC should consider the use of the development center 
concept. Under t h i s concept, those i n d i v i d u a l s who 
have passed the i n i t i a l screening p o i n t s and s t a t e 
a w i l l i n g n e s s t o p a r t i c i p a t e would be sent to a 
development center (probably outside the OCC) f o r a 
concentrated t h r e e - t o - f i v e - d a y p e r i o d of e v a l u a t i o n 
by competent p r o f e s s i o n a l s . The end r e s u l t should 
be a d e t a i l e d a n a l y s i s of each i n d i v i d u a l ' s s t r e n g t h s , 
areas f o r Improvement, and p o t e n t i a l f o r advancement — 
i n f o r m a t i o n that would be used i n the p r e p a r a t i o n of 
i n d i v i d u a l career-development plans. 
I n d i v i d u a l Career Development Planning - The p r e p a r a t i o n 
of i n d i v i d u a l career plans w i l l be l a r g e l y the respon-
s i b i l i t y of the i n d i v i d u a l and h i s immediate su p e r v i s o r . 
Each employee should prepare an i n d i v i d u a l career p l a n 
covering such p o i n t s as type of assignments d e s i r e d , 
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formal education or development programs needed, 
and self-development a c t i v i t i e s t o be pursued. 
The Branch w i l l support t h i s process by i d e n t i f y i n g 
a ppropriate formal education and development pro-
grams or outside development assignments, preparing 
self-development m a t e r i a l such as reading b i b l i o g -
r a p h i e s , recommending h e l p f u l community a c t i v i t i e s , 
and p r o v i d i n g forms and procedures. 
Development Counseling - The p r o v i s i o n of counseling 
s e r v i c e s t o p a r t i c i p a n t s on t h e i r i n d i v i d u a l career 
plans w i l l provide an o b j e c t i v e review of those plans. 
I t w i l l permit competent counselors t o suggest improve-
ments and/or changes i n emphasis or p r i o r i t y . 
Out-Placement - The OCC does a d i s s e r v i c e b o t h t o 
i t s e l f and t o an employee by c o n t i n u i n g an employment 
r e l a t i o n s h i p that has l i m i t e d p o t e n t i a l f o r s a t i s -
f a c t o r y career progression. Such i n d i v i d u a l s should 
be counseled and encouraged t o r e l o c a t e . The Branch 
should provide out-placement a s s i s t a n c e by i d e n t i f y -
i n g a l t e r n a t e career paths f o r which the i n d i v i d u a l 
might appear t o be q u a l i f i e d , counseling the i n d i v i d u a l 
concerning entitlement t o severance b e n e f i t s , and pro-
v i d i n g i n f o r m a l a s s i s t a n c e i n l o c a t i n g appropriate 
employment o p p o r t u n i t i e s . 
Coordination - Because of the many i n t e r r e l a t i o n s h i p s 
between career development and the other human 
resources f u n c t i o n s , the Branch must work c l o s e l y 
w i t h those other a c t i v i t i e s . There i s an obvious 
and very d i r e c t t i e between career development and 
c o n t i n u i n g education; but manpower planning, perform-
ance a p p r a i s a l , and recruitment a l s o have f a i r l y d i r e c t 
r e l a t i o n s h i p s . Procedures and p o l i c i e s i n those areas 
can have s i g n i f i c a n t e f f e c t on the career development 
program, e.g., r e c r u i t i n g standards must be coordinated 
w i t h manpower planning to reduce the number of i n d i -
v i d u a l s h i r e d who do not meet the standards set f o r 
career s e r v i c e . 
The manager of t h i s Branch should be r e s p o n s i b l e f o r 
ensuring that a l l career-development a c t i v i t i e s f i t 
smoothly i n t o other human-resources programs and make 
a c o n t r i b u t i o n t o the e f f e c t i v e development of the 
OCC's human resources. 
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Continuing P r o f e s s i o n a l Education 
An important aspect of the continuing-education f u n c t i o n i s 
to provide formal education programs f o r OCC employees so that they 
might a t t a i n a s u p e r i o r l e v e l of p r o f e s s i o n a l competence. In f u l -
f i l l i n g t hat p a r t i c u l a r r o l e , there are two primary areas of emphasis 
f o r the Continuing Education Branch: t e c h n i c a l education and manage-
ment education. Each area of emphasis should he d i r e c t e d by a 
s p e c i a l i s t who i s academically and t e c h n i c a l l y q u a l i f i e d . 
On-the-job t r a i n i n g i s another important aspect of the 
continuing-education concept. Without such o p p o r t u n i t i e s f o r l e a r n -
i n g from experience, the development of p r o f e s s i o n a l employees would, 
at b e s t , be incomplete. E f f e c t i v e on-the-job t r a i n i n g p r a c t i c e s are 
the r e s p o n s i b i l i t y of each o r g a n i z a t i o n u n i t . However, the Con-
t i n u i n g Education Branch should u n i f y and coordinate formal t r a i n i n g 
w i t h on-the-job t r a i n i n g ; the Branch a l s o should provide guidance 
and a s s i s t a n c e i n developing and e v a l u a t i n g the e f f e c t i v e n e s s of 
on-the-job t r a i n i n g programs. The r e c e n t l y inaugurated " O r i e n t a t i o n 
Program f o r A s s i s t a n t N a t i o n a l Bank Examiners and F i n a n c i a l I n t e r n s " , 
which c o n s i s t s of a one-week o r i e n t a t i o n , s i x months of s t r u c t u r e d 
on-the-job crew t r a i n i n g , and a two-week a s s i s t a n t s school, i l l u s -
t r a t e s an approach t o the type of e f f e c t i v e i n t e g r a t i o n of formal 
t r a i n i n g w i t h on-the-job t r a i n i n g we recommend. 
The Branch head should be an i n d i v i d u a l w i t h extensive 
experience i n the education f i e l d and should have a r e c o r d of success 
i n both developing and a d m i n i s t e r i n g e d u c a t i o n a l programs. 
The t e c h n i c a l education area should be supervised by a Tech-
n i c a l Education S p e c i a l i s t who should be s e l e c t e d from the present 
examining s t a f f and should have both t e c h n i c a l and a d m i n i s t r a t i v e 
a b i l i t y . The Education S p e c i a l i s t would provide the guidance neces-
sary f o r c o o r d i n a t i n g t e c h n i c a l education a c t i v i t i e s . 
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A management-education c a p a b i l i t y should be set up under the 
d i r e c t i o n of a Management Education S p e c i a l i s t , whose r e s p o n s i b i l i t i e s 
should i n c l u d e : 
C o n t i n u a l i n v e s t i g a t i o n and determination of t r a i n -
i n g needs of s u p e r v i s o r s , managers, and executives. 
. P e r i o d i c determination of the need f o r help from out-
s i d e consultants and c o o r d i n a t i o n w i t h OCC manage-
ment education a c t i v i t i e s w i t h such consultants. 
Coordination of the research, design, and i n some 
cases, production of i n d i v i d u a l workshops. 
Schedule and assemble workshops i n t o i n t e g r a t e d 
seminars. 
T r a i n d i s c u s s i o n leaders when necessary. 
Coordinate the scheduling of seminars. 
Evaluate feedback t o determine program e f f e c t i v e n e s s 
and t o gain i n s i g h t i n t o any r e v i s i o n s that might 
become necessary. 
I t might w e l l be necessary that the OCC h i r e someone from 
o u t s i d e the OCC i n order to f i l l the p o s i t i o n of Management Educa-
t i o n S p e c i a l i s t . Because of the s p e c i a l q u a l i f i c a t i o n s r e q u i r e d , 
the search should consider a p p l i c a n t s from both w i t h i n and outside the 
government s e r v i c e . I d e a l l y , the person h o l d i n g t h i s p o s i t i o n would 
have the f o l l o w i n g q u a l i f i c a t i o n s : background or education i n manage-
ment and i n b e h a v i o r a l science, a b i l i t y t o r e l a t e problems and needs 
t o t r a i n i n g , innovativeness and a w i l l i n g n e s s t o t r y something new or 
d i f f e r e n t , and a b i l i t y t o communicate and t o work e f f e c t i v e l y w i t h 
a l l management l e v e l s of the OCC and w i t h outside resources. 
The Continuing Education Branch should a l s o be s t a f f e d t o 
provide a u d i o - v i s u a l e x p e r t i s e , s i t e s e l e c t i o n and f a c i l i t y c o o r d i -
n a t i o n when outside f a c i l i t i e s are used, c a p a b i l i t i e s t o w r i t e and 
e d i t m a t e r i a l s produced, c r i t i q u e of outside t r a i n i n g sources, and 
necessary i n t e r n a l a d m i n i s t r a t i v e support. 
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The OCC should f o r m a l l y assign i n d i v i d u a l s i n each r e g i o n 
and Washington as t r a i n i n g c o o r d i n a t o r s . Those t r a i n i n g coordinators 
should be r e s p o n s i b l e f o r planning and implementing appropriate t r a i n -
i n g programs f o r t h e i r regions or u n i t s i n c o o r d i n a t i o n w i t h the 
o b j e c t i v e s and e f f o r t s of the Continuing Education Branch. 
T r a i n i n g coordinators should have p e r i o d i c meetings t o 
exchange ideas and experiences and t o provide feedback t o the Branch 
concerning e f f e c t i v e n e s s of e x i s t i n g programs and observed t r a i n i n g 
needs. 
P r o f e s s i o n a l T e c h n i c a l Education 
A l i s t of s p e c i f i c s u b j e c t s recommended f o r i n c l u s i o n i n con-
t i n u i n g education programs f o r each of the t e c h n i c a l areas of exami-
n a t i o n — commercial, i n t e r n a t i o n a l , t r u s t , and EDP — are contained 
i n Appendix VI as Schedules A, B, C, and D, r e s p e c t i v e l y . 
The development of i n d i v i d u a l i z e d p r o f e s s i o n a l t r a i n i n g 
programs we recommend f o r attorneys i s discussed i n Schedule E of 
the appendix. The Law Department i n Washington w i l l c o n s i s t of 
s e v e r a l d i v i s i o n s w i t h d i f f e r i n g r e s p o n s i b i l i t i e s and f u n c t i o n s ; i n 
a d d i t i o n , there are r e g i o n a l o f f i c e s which have counsel. The t e c h -
n i c a l t r a i n i n g requirements are unique f o r each such group of 
attorneys. 
A suggested approach t o a t r a i n i n g program f o r economists 
i s i n c l u d e d as Schedule F t o the appendix. The present Department of 
Banking and Economic Research c u r r e n t l y has r e l a t i v e l y few p r o f e s s i o n a l 
employees and does not r e q u i r e a s i g n i f i c a n t l y formal or s t r u c t u r e d 
formal e d u c a t i o n a l program. Nevertheless, i t i s our b e l i e f , and the 
Department concurs, t h a t i t would be d e s i r a b l e to e s t a b l i s h a d e f i n e d 
t r a i n i n g program. 
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In developing any of the t r a i n i n g programs, i t i s important 
t h a t both the s p e c i f i c group to be t r a i n e d and t h e i r s u periors have 
an opportunity to c o n t r i b u t e to the determination of t r a i n i n g needs 
and program content. For example, a l i s t i n g of p o t e n t i a l t o p i c s 
f o r e n t r y - l e v e l t r a i n i n g of A s s i s t a n t s i n T r u s t s could be submitted 
to s e l e c t e d a s s i s t a n t s , a s s o c i a t e s , r e p r e s e n t a t i v e s , and other super-
v i s o r y personnel i n order to determine the p r i o r i t i e s of t r a i n i n g 
needs and to o b t a i n comments and recommendations. This approach 
has the s i g n i f i c a n t advantage of i n v o l v i n g p o t e n t i a l users i n the 
development stages and enhancing t h e i r acceptance of the programs. 
The more extensive programs, i n terms of people to be 
t r a i n e d and amount of t r a i n i n g , are i n c l u d e d i n the f i r s t few career 
years. Turnover and r e c r u i t i n g c o n t i n u a l l y renew t h i s career l e v e l , 
p r e s enting a s i g n i f i c a n t challenge to the OCC to develop t h i s group 
to a productive l e v e l i n a short time. As c o n t i n u i n g education pro-
grams prepare i n d i v i d u a l s f o r s u c c e s s i v e l y higher l e v e l s i n the 
o r g a n i z a t i o n , the number of people to be t r a i n e d decreases and the 
s o p h i s t i c a t i o n of the programs i n c r e a s e s . 
For any c o n t i n u i n g education program to be s u c c e s s f u l , the 
c u r r i c u l u m must be designed to meet the needs of the p a r t i c i p a n t s . 
In most o r g a n i z a t i o n s , persons at d i f f e r e n t experience and r e s p o n s i -
b i l i t y l e v e l s have d i f f e r e n t development needs. The OCC's c o n t i n u -
i n g education programs should provide f o r these d i f f e r e n t l e v e l s as 
i n d i c a t e d i n the Schedules. The l e v e l s f o r commercial examiners 
might be i l l u s t r a t e d as f o l l o w s : 
Career Years General D e s c r i p t i o n of Courses 
0 - 2 Courses comprehending the b a s i c t e c h n i c a l knowledge 
needed i n commercial bank examination. 
3 - 5 Courses expanding on the b a s i c t e c h n i c a l knowledge, 
i n t r o d u c t i o n to s p e c i a l examination areas, and 
i n i t i a l management courses. 
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Career Years General D e s c r i p t i o n of Courses 
5 and above Courses covering advanced t e c h n i c a l knowledge needed 
i n commercial examination, management of the exami-
n a t i o n , and the banking i n d u s t r y and economic 
p o l i c i e s . 
S p e c i a l Courses d e a l i n g w i t h s p e c i a l s i t u a t i o n s encountered 
Examiners i n examination, unique s i t u a t i o n s i n the i n d u s t r y , 
(advanced people-handling problems, bank management, new 
career t e c h n i c a l areas, and s p e c i a l i s t competence i n such 
years) areas as n a t i o n a l c r e d i t s , l e a s i n g , and a f f i l i a t e s 
and s u b s i d i a r i e s . 
The s t r u c t u r e of programs should assume that e n t r y - l e v e l 
p a r t i c i p a n t s h o l d an appropriate c o l l e g e degree. I t may be neces-
sary, however, t o provide a d d i t i o n a l t r a i n i n g i n s p e c i f i c t o p i c s i f , 
i n s p e c i a l s i t u a t i o n s , a r e c r u i t does not possess the assumed formal 
education. For example, fundamentals of accounting might be a sub-
j e c t that i s assumed at the entry l e v e l ; but accounting may not have 
been s t u d i e d by some non-business graduates employed by the OCC. 
An o r i e n t a t i o n course i s r e q u i r e d t o provide t r a n s i t i o n 
from c o l l e g e t o the OCC. The o r i e n t a t i o n would be f o l l o w e d by the 
b a s i c program of t e c h n i c a l t r a i n i n g courses which would i n c l u d e cer-
t a i n courses th a t are mandatory and others that are e l e c t i v e . This 
f l e x i b i l i t y allows the i n d i v i d u a l t o explore, on a general b a s i s , 
p o t e n t i a l areas of s p e c i a l i z a t i o n . 
I n d i v i d u a l s should be able t o progress from one t e c h n i c a l 
area t o another, such as from commercial examination to i n t e r n a t i o n a l 
examination, and then t o a d m i n i s t r a t i o n or executive l e v e l s . How-
ever, the c o n t i n u i n g education programs should contain mandatory 
requirements f o r p a r t i c u l a r advanced courses or s e r i e s of courses. 
E-52 
C u r r e n t l y there i s no assessment of the t o t a l t r a i n i n g man-
days r e q u i r e d f o r employees of the OCC and there i s no system to 
accumulate the t r a i n i n g days accomplished by i n d i v i d u a l s , r e g i o n s , or 
fu n c t i o n s . Implementation of the recommended examination t r a i n i n g 
programs i s estimated to provide approximately: 
14 to 20 man-days of t r a i n i n g per year f o r the f i r s t f i v e 
career years 
5 t o 10 man-days of t r a i n i n g per year f o r the remainder of 
the i n d i v i d u a l ' s career 
To a s s i s t i n the c o n t r o l of the OCC's con t i n u i n g education 
e f f o r t and to provide data u s e f u l f o r f u t u r e a n a l y s i s and e v a l u a t i o n 
of programs, we recommend that a system he developed to account f o r 
man-days of t r a i n i n g by i n d i v i d u a l examiner and by t r a i n i n g course. 
Course M a t e r i a l s 
The c o n t i n u i n g education program that the OCC r e q u i r e s does 
not n e c e s s i t a t e the OCC's preparing a l l the courses. D u p l i c a t i o n 
of e f f o r t could be avoided i f appropriate programs were a v a i l a b l e 
elsewhere. T r a i n i n g m a t e r i a l s of other F e d e r a l agencies, bank and 
trade o r g a n i z a t i o n s and i n s t i t u t e s , l a r g e n a t i o n a l banks, and other 
such sources might f i l l c e r t a i n OCC t r a i n i n g needs, i f they were made 
a v a i l a b l e . 
I f a p a r t i c u l a r course or program were not a v a i l a b l e , the 
OCC should determine the cost and the f e a s i b i l i t y of developing the 
m a t e r i a l s w i t h i n the OCC. I f i t were not p r a c t i c a b l e f o r the OCC 
to develop such m a t e r i a l s , an outside f i r m should be engaged f o r 
that purpose. 
T r a i n i n g Methods 
When the programs have been produced, there are a number 
of options f o r method of p r e s e n t a t i o n . 
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Some of the methods t o be considered are: 
Formal Classrooms — using l e c t u r e , group d i s -
cussion, case study, simulated a c t i v i t y ( r o l e -
p l a y i n g , c r e d i t a n a l y s i s , d i s c u s s i o n , e t c . ) , 
and group problem s o l v i n g 
S e l f Study — using programmed i n s t r u c t i o n courses, 
correspondence courses, teaching machines, and 
supervised programs of study and research 
On-the-Job — using s u p e r v i s i o n supplemented by 
question and answer se s s i o n s , in-bank work pro-
grams conducted by designated banks, and 
s p e c i a l l y created executive a s s i s t a n t p o s i t i o n s 
to l e a r n by observation and by a s s i s t i n g others 
We recommend that the OCC use modules of one-half or one 
day f o r most t e c h n i c a l classroom courses. This module provides the 
f l e x i b i l i t y of p resenting courses i n d i v i d u a l l y on separate days or 
i n combination t o form a program of d e s i r e d d u r a t i o n . We a l s o 
b e l i e v e that t e c h n i c a l courses achieve b e t t e r r e s u l t s i f advance 
pre p a r a t i o n i s r e q u i r e d . A c c o r d i n g l y , we suggest the requirement 
f o r advanced p r e p a r a t i o n , where appropriate, t o i n c r e a s e the e f f e c -
t i v e n e s s of t e c h n i c a l t r a i n i n g programs. 
A l l d i v i s i o n s i n the Law Department now use, i n v a r y i n g 
degrees, three types of t r a i n i n g . On-the-job t r a i n i n g (OJT) i s the 
method most f r e q u e n t l y used and g e n e r a l l y i s considered t o be bene-
f i c i a l , p a r t i c u l a r l y i n t r a i n i n g new employees. However, OJT v a r i e s 
i n i n d i v i d u a l e f f e c t i v e n e s s , depending on i n d i v i d u a l i n t e r e s t s and 
s k i l l s . The Law Department acknowledges t h i s p o i n t but observes 
f u r t h e r that there has not been a concerted attempt t o upgrade the 
s k i l l s of the l e s s e f f e c t i v e t r a i n e r s . 
The second type of t r a i n i n g i n v o l v e s formal programs at 
schools l i k e the S t o n i e r Graduate School of Banking or seminars con-
ducted by the P r a c t i c i n g Law I n s t i t u t e . These resources can provide 
good t r a i n i n g i f the subject matter i s a p p l i c a b l e t o the s p e c i f i c 
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needs of OCC attorneys and. i f the programs are p r o p e r l y conducted. 
The Law Department observed tha t those requirements were not always 
met and that the d e f i c i e n c y tended t o reduce the b e n e f i t s r e c e i v e d 
from t h i s t r a i n i n g . 
The t h i r d type of t r a i n i n g i n v o l v e s seminars or workshops 
developed i n t e r n a l l y by Law Department personnel t o meet s p e c i f i c 
needs. Such a seminar was h e l d i n October 1974 f o r the f i r s t time 
and d e a l t w i t h a v a r i e t y of subjects p e r t a i n i n g t o the Law Department 
and OCC a c t i v i t i e s i n general. The subject matter we reviewed was 
w e l l conceived and meaningful t o those attending. However, we were 
advised t h a t i n t e r e s t and p a r t i c i p a t i o n seemed t o l a g s h o r t l y a f t e r 
the school began. That s i t u a t i o n c o u l d have been caused by the 
one-week l e n g t h of the seminar, the heavy r e l i a n c e on the s t r a i g h t 
l e c t u r e technique (which does not encourage p a r t i c i p a t i o n ) , and the 
i n e f f e c t i v e n e s s of some of the speakers. 
I n s t r u c t o r T r a i n i n g 
We have observed s e v e r a l sessions of v a r i o u s OCC schools 
conducted i n Washington, most no t a b l y the N a t i o n a l Bank Examiners 
School. We b e l i e v e that the i n s t r u c t o r s were g e n e r a l l y dedicated 
t o t h e i r assignment and knowledgeable about t h e i r subject. However, 
again the emphasis was placed on l e c t u r i n g . As a r e s u l t , the pace 
of the c l a s s appeared slow, there were i n d i c a t i o n s of r e s t l e s s n e s s , 
and, most i m p o r t a n t l y , there was i n s u f f i c i e n t feedback from c l a s s 
members to assure that they understood the m a t e r i a l presented. 
We b e l i e v e the l e a r n i n g experience can be improved g r e a t l y 
by i n c r e a s i n g the e f f e c t i v e n e s s of OCC i n s t r u c t o r s , both i n Washing-
ton and i n the regions. 
To implement an e f f e c t i v e i n s t r u c t o r t r a i n i n g program, the 
OCC should f i r s t determine the p r i o r i t y need f o r having t r a i n e d 
i n s t r u c t o r s t o conduct s p e c i f i c courses. OCC personnel e x h i b i t i n g 
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p o t e n t i a l t o be q u a l i f i e d i n s t r u c t o r s should be i d e n t i f i e d and 
t r a i n e d s p e c i f i c a l l y i n the s k i l l s f o r i n s t r u c t o r s . I n s t r u c t o r s 
should be s e l e c t e d from a l l l e v e l s of experience w i t h i n the OCC. 
An i n s t r u c t o r - t r a i n i n g workshop of two t o three days dura-
t i o n should be designed t o help the s e l e c t e d i n d i v i d u a l s develop the 
s k i l l s t o : 
plan and organize m a t e r i a l i n a l o g i c a l sequence 
that can be e a s i l y f o l l o w e d by c l a s s members 
present m a t e r i a l i n a c l e a r and meaningful manner 
keep sessions going at a l i v e l y pace t o maintain 
c l a s s member p a r t i c i p a t i o n and feedback 
respond w i t h confidence t o d i f f i c u l t comments and 
questions from c l a s s members 
l e a d group d i s c u s s i o n s to maintain c l a s s member 
input and involvement 
use a u d i o - v i s u a l techniques e f f e c t i v e l y t o add 
impact t o p r e s e n t a t i o n s 
The workshops should employ new and t e s t e d i n s t r u c t i o n a l 
techniques, such as video p r e s e n t a t i o n s w i t h i n d i v i d u a l c r i t i q u e 
and r o l e - p l a y i n g t o simulate a c t u a l classroom s i t u a t i o n s , and they 
should be scheduled t o i n s u r e a ready supply of i n s t r u c t o r s . Con-
s u l t a n t s who s p e c i a l i z e i n t r a i n i n g may be r e t a i n e d to a s s i s t i n 
development of the i n i t i a l programs, a f t e r which members of the Con-
t i n u i n g Education Branch should have gained s u f f i c i e n t experience t o 
develop f u r t h e r programs i n t e r n a l l y . 
T r a i n i n g Locations 
The l o c a t i o n of t r a i n i n g sessions w i l l be somewhat r e s t r i c t e d 
by the p r e s e n t a t i o n method used. However, a v a i l a b l e a l t e r n a t i v e s 
should be c a r e f u l l y explored. Such a l t e r n a t i v e s may Include: 
(See f o l l o w i n g page) 
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Formal Classroom 
P r e s e n t a t i o n at a n a t i o n a l school i n Washington 
P r e s e n t a t i o n at an area school ( p a r t i c i p a n t s from 
s e v e r a l regions meeting i n a c e n t r a l l o c a t i o n ) 
P r e s e n t a t i o n at a r e g i o n a l school ( a l l p a r t i c i -
pants from same region) 
P r e s e n t a t i o n at a l o c a l o f f i c e f o r attendance by 
the i n d i v i d u a l s from a p a r t i c u l a r r e g i o n a l sub-
o f f i c e or head o f f i c e 
Non-OCC pre s e n t a t i o n s at sponsors' l o c a t i o n s 
S e l f Study 
Student-selected l o c a t i o n conducive t o the use of 
personal time 
In the o f f i c e during working hours 
On-the-Job 
On l o c a t i o n (bank) w i t h t r a i n i n g crew 
On l o c a t i o n (bank) w i t h r e g u l a r s u p e r v i s i o n 
In-bank f o r bank sponsored program 
We suggest that a blend of s e v e r a l options as t o l o c a t i o n 
of t r a i n i n g and methods of p r e s e n t a t i o n could provide t r a i n i n g i n the 
i n d i v i d u a l r egion and not e n t a i l excessive t r a v e l and f a c i l i t i e s 
expense. As a c a u t i o n , we suggest that the l o c a t i o n be compatible 
w i t h the o b j e c t i v e s of the course. 
Outside f a c i l i t i e s f o r conducting OCC programs should be 
c a r e f u l l y s e l e c t e d . G u i d e l i n e s and recommendations should be pre-
pared by the Continuing Education Branch f o r the use of r e g i o n a l 
t r a i n i n g o f f i c e r s . Choice of f a c i l i t i e s as t o s i z e of t r a i n i n g 
rooms and method of set-up a l s o should be compatible w i t h the objec-
t i v e s of each p a r t i c u l a r program. 
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Management Education 
We have i d e n t i f i e d the s u p e r v i s o r , manager, or e x e c u t i v e -
l e v e l i n d i v i d u a l w i t h i n the OCC as one who has moved out of a gen-
e r a l l y t e c h n i c a l , t a s k - o r i e n t e d job, i n t o one th a t c a r r i e s the a d d i -
t i o n a l management r e s p o n s i b i l i t y f o r the work of those who repo r t t o 
him. He must extend h i s v i s i o n from the present t o the f u t u r e w i t h 
the necessary planning and c o o r d i n a t i o n t h a t t h i s r e q u i r e s . He must 
l e a r n t o balance s e v e r a l tasks at one time, and, more than ever before, 
he must work e f f e c t i v e l y w i t h those w i t h i n the OCC and those outside 
i t . 
We see the mastering of management s k i l l s as an important 
undertaking f o r a l l l i n e and s t a f f people i n the OCC who have super-
v i s o r y r e s p o n s i b i l i t i e s . We do not b e l i e v e t h a t most people come 
n a t u r a l l y t o management s k i l l s . As w i t h the t e c h n i c a l aspect of 
t h e i r jobs, OCC personnel need t o understand good management concepts, 
see how those concepts r e l a t e t o t h e i r jobs, have the opportunity t o 
p r a c t i c e i n a l a b o r a t o r y atmosphere and on the job, and r e c e i v e 
r e a l i s t i c feedback from t h e i r s u p e r i o r s . 
We are h i g h l i g h t i n g below a sequence of s p e c i f i c recommen-
dations f o r a management education program. The h i g h l i g h t s are 
f o l l o w e d by a more d e t a i l e d d i s c u s s i o n of the recommendations: 
Develop a s e r i e s of workshops designed t o meet the 
s p e c i f i c management needs of OCC personnel 
S t r u c t u r e these workshops as i n d i v i d u a l u n i t s that 
can be worked f l e x i b l y i n t o two-to-three day 
seminars. Hold seminars i n Washington and i n 
regions 
Plan t o have OCC personnel attend these seminars 
p e r i o d i c a l l y at those times i n t h e i r careers when 
the p a r t i c u l a r subject matter can be most h e l p f u l 
t o them 
Use p r o f e s s i o n a l outside i n s t r u c t o r s as appropriate 
u n t i l OCC personnel can be t r a i n e d t o f i l l t h i s 
r o l e ; begin immediately t o search f o r q u a l i f i e d 
c o n s u l t a n t s 
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Workshop Seminars 
One approach t o management education would be f o r the OCC 
to send i t s personnel t o courses conducted by u n i v e r s i t i e s and other 
government agencies. However, we b e l i e v e that g r e a t e r success can 
be achieved i f the OCC develops i t s own workshop seminars w i t h the 
presentations t a i l o r e d t o the s p e c i f i c needs of the p a r t i c i p a n t s . 
This does not preclude the use of appropriate t r a i n i n g at outside 
sources. Rather, i t emphasizes the need t o develop a s o l i d core 
of in-house workshops. 
Included as Schedule G of the Appendix i s a suggested l i s t 
of management workshops. We suggest that the OCC review t h i s l i s t 
and add. t o i t other courses or subjects t h a t are considered t o be 
re l e v a n t and important. 
Recommendations regarding formats or i n s t r u c t i o n techniques 
to be used i n workshops would best be given a f t e r determining the 
scope and composition f o r the o v e r a l l program and the s p e c i f i c subject 
to be inclu d e d . However, there are some i n i t i a l suggestions that 
should c o n t r i b u t e g e n e r a l l y t o the e f f e c t i v e n e s s of the workshops: 
L i m i t a l l workshops t o 15 t o 20 p a r t i c i p a n t s 
When appropriate, have p a r t i c i p a n t s complete per-
sonal and a p p r a i s a l surveys t o be scored and 
discussed at the workshop 
Have each p a r t i c i p a n t b r i n g an a c t u a l work problem, 
agreed upon between him and h i s s u p e r v i s o r , t o 
dis c u s s during the workshop. Arrange f o r him t o 
rep o r t back l a t e r the degree t o which the problem 
has been solved. This w i l l provide an i n d i c a -
t i o n of " r e t u r n on investment" which i s very d i f -
f i c u l t t o e s t a b l i s h f o r management t r a i n i n g 
courses 
Have p a r t i c i p a n t s take part i n s t r u c t u r e d and unstruc-
t u r e d r o l e - p l a y i n g s i t u a t i o n s so they can p r a c t i c e 
the s k i l l s they are being taught 
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Use video feedback so p a r t i c i p a n t s can observe work-
shop concepts and t h e i r own performance i n r o l e -
p l a y i n g s i t u a t i o n s 
Have p a r t i c i p a n t s send i n e v a l u a t i o n s some time 
a f t e r the workshop to determine i f they e x p e r i -
enced p o s i t i v e improvement i n t h e i r a t t i t u d e , 
behavior, and performance 
Class S t r u c t u r e 
I t i s e s s e n t i a l that OCC s u p e r v i s o r s , managers and executives 
r e c e i v e management t r a i n i n g on a c o n t i n u i n g b a s i s so they w i l l be pre-
pared t o face new r e s p o n s i b i l i t i e s on new jobs, w i l l r e c e i v e r e f r e s h e r 
courses on previous t r a i n i n g , and can keep abreast of the l a t e s t con-
cepts and t h i n k i n g . 
We recommend that the OCC plan the management education pro-
gram so that newly appointed s u p e r v i s o r s attend a management seminar 
w i t h i n three months of assuming su p e r v i s o r y r e s p o n s i b i l i t y and, t h e r e -
a f t e r , attend other workshop seminars p e r i o d i c a l l y at appropriate 
times i n t h e i r careers. These in-house seminars could be augmented 
by u n i v e r s i t y or other outside t r a i n i n g i n i t i a t e d by the i n d i v i d u a l 
as part of h i s self-development program. 
The course content of some workshops cou l d be appropriate 
f o r s e v e r a l departments i n the OCC. For example, the Leadership 
S t y l e workshop could be given t o both examiners and attorneys, u t i -
l i z i n g d i f f e r e n t m a t e r i a l f o r the case problems r e l a t e d t o each. In 
some in s t a n c e s i t may be d e s i r a b l e t o have p a r t i c i p a n t s from d i f f e r e n t 
departments attend the same workshops. I t would be d e s i r a b l e f o r the 
OCC t o design a career program of workshop seminars w i t h a l l depart-
ments i n the o r g a n i z a t i o n represented. The program should not be 
r i g i d but, i n s t e a d , should be a f l e x i b l e p l a n of a c t i o n that repre-
sents a reasonable commitment t o a c o n t i n u i n g program. Schedule G 
of the Appendix i n c l u d e s an i l l u s t r a t i o n of such a program. 
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Workshop I n s t r u c t o r s 
The choice of i n s t r u c t o r s or d i s c u s s i o n leaders i s an impor-
tant matter. A good i n s t r u c t o r should have the a b i l i t y t o communi-
cate e f f e c t i v e l y , r e l a t e the subject matter t o classmembers' work 
environment, and gain classmembers' confidence and a c t i v e p a r t i c i p a -
t i o n . In a d d i t i o n , an e f f e c t i v e i n s t r u c t o r f o r management subjects 
should have a d e d i c a t i o n t o management education and an in-depth 
knowledge of the subject matter. 
There are a number of options i n s e l e c t i n g i n s t r u c t o r s . 
One option i s t o r e t a i n outside c o n s u l t a n t s who may a l s o have been 
inst r u m e n t a l i n developing the p a r t i c u l a r course. They should be 
able t o meet a l l the above requirements, w i t h the probable exception 
of on-the-job experience. U n f o r t u n a t e l y , many consultants do not 
f u l f i l l the other requirements adequately and every consultant should 
be observed conducting s i m i l a r courses before he i s engaged. In 
r e t a i n i n g a good consultant w i t h an e s t a b l i s h e d r e p u t a t i o n , there are 
problems of a v a i l a b i l i t y and cost. Such consultants are i n demand 
and r e c e i v e s u b s t a n t i a l f e e s , plus any developmental costs and t r a v e l 
expenses. 
Another option i s t o have a q u a l i f i e d person from the Con-
t i n u i n g Education Branch serve as i n s t r u c t o r . However, t h i s may 
create a t i m e - c o n f l i c t problem i f he has other r e s p o n s i b i l i t i e s . 
A lso, i t i s g e n e r a l l y not a d v i s a b l e t o have one person serve as the 
i n s t r u c t o r f o r a l l courses because he cannot be f u l l y q u a l i f i e d i n 
every management area. 
A t h i r d option i s t o i d e n t i f y and develop OCC employees as 
management i n s t r u c t o r s . Obvious advantages would be t h e i r i n t i m a t e 
knowledge of the working environment and t h e i r a b i l i t y t o r e l a t e t h i s 
knowledge t o p a r t i c u l a r management concepts and s k i l l s . O f f s e t t i n g 
these advantages would be the problem not only of f i n d i n g i n d i v i d u a l s 
w i t h enough of the other q u a l i f i c a t i o n s , but a l s o the need f o r i n t e n -
s i v e i n s t r u c t o r t r a i n i n g . 
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We recommend that the OCC commence implementing the manage-
ment education program using q u a l i f i e d outside consultants as i n s t r u c -
t o r s . The search f o r these consultants should begin immediately as 
we understand that Mr. Henry H e r r e l l , the present c o n s u l t a n t , i s p l a n -
n i n g t o l i m i t i n s t r u c t i o n a l t r a i n i n g i n the f u t u r e . 
We f u r t h e r recommend that when the program has reasonably 
progressed, the OCC examine the p o s s i b i l i t y of u s i ng q u a l i f i e d and 
t r a i n e d OCC personnel as i n s t r u c t o r s . 
T r a i n i n g E f f e c t i v e n e s s 
I t i s important that the e f f e c t i v e n e s s of the t r a i n i n g be 
determined. E s t a b l i s h i n g a r e l i a b l e measure of the e f f e c t i v e n e s s of 
t r a i n i n g programs i s d i f f i c u l t because o b j e c t i v e c r i t e r i a cannot be 
a p p l i e d e a s i l y . However, p r i o r t o the implementation of a t r a i n i n g 
program the OCC should e s t a b l i s h measures and should c o n t i n u a l l y 
improve the measures as experience i s gained. 
Frequently, i t i s p r a c t i c a b l e t o measure the a d d i t i o n a l 
knowledge of i n d i v i d u a l s by t e s t i n g during the course. When the 
o b j e c t i v e of a course or program i s t o teach s k i l l s or techniques, 
to change the approach of the student t o the s o l u t i o n of problems, 
or t o cause an a l t e r a t i o n i n a t t i t u d e and h a b i t s , e v a l u a t i o n s of 
t r a i n i n g e f f e c t i v e n e s s should be prepared by s u p e r v i s o r s . Evalu-
ations of a l l courses and programs should be prepared by students 
and i n s t r u c t o r s . 
These t e s t s and other e v a l u a t i o n s of e f f e c t i v e n e s s should 
be used, i n conjunction w i t h an awareness of t e c h n i c a l and other 
developments a f f e c t i n g OCC operations t o monitor the need f o r r e v i s i o n 
of the course m a t e r i a l s and p r e s e n t a t i o n methods. I t i s important 
that r e v i s i o n s be t i m e l y i n order t o maintain the a p p l i c a b i l i t y and 
c r e d i b i l i t y of the c o n t i n u i n g education programs. 
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A d d i t i o n a l l y , the OCC should compare the cost of programs 
to t h e i r e f f e c t i v e n e s s . We attempted t o obtain the cost of the 
present t r a i n i n g programs but the present accounting system does not 
provide the data necessary f o r a d e t a i l e d a n a l y s i s of the t r a i n i n g 
costs by course, r e g i o n , and student. 
The costs t h a t are accumulated ( t u i t i o n , t r a v e l and sub-
s i s t e n c e , books and m a t e r i a l s , etc.) i n d i c a t e amounts which vary 
among r e g i o n a l o f f i c e s . We recommend that the accounting system be 
r e v i s e d t o accumulate a c c u r a t e l y a l l elements of c o n t i n u i n g education 
cost c l a s s i f y i n g expenses i n t o such c a t e g o r i e s as: s a l a r y and r e l a t e d 
b e n e f i t s f o r a l l OCC personnel i n v o l v e d i n t r a i n i n g ( p a r t i c i p a n t s , 
i n s t r u c t o r s , development, and support), t r a v e l , meals, l o d g i n g , mate-
r i a l s (manuals, books, e t c . ) , p r i n t i n g and reproduction expenses, 
equipment r e n t a l expense, r e n t a l space f o r meeting f a c i l i t i e s , outside 
purchased s e r v i c e s , t u i t i o n and fees f o r outside courses, and other 
a p p l i c a b l e expense c a t e g o r i e s . 
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INFORMATION PROCESSING SYSTEMS 
E a r l y i n our study i t became apparent that there was a need 
f o r the development of data processing systems w i t h i n the OCC. To 
e s t a b l i s h d i r e c t i o n f o r t h i s development we recommended the formation 
of a Comptroller's P o l i c y Committee f o r Management Information 
Systems, c o n s i s t i n g of s e n i o r personnel from user departments. The 
Committee was formed t o formulate data processing p o l i c i e s and to 
oversee the development of i n f o r m a t i o n systems and the a c q u i s i t i o n of 
appropriate resources f o r developing and operating data processing 
systems. 
The Committee's a c t i v i t i e s have been t o review system 
development work c u r r e n t l y i n progress, e s t a b l i s h p r i o r i t i e s f o r that 
work, and endorse the present e f f o r t t o add t o the systems and pro-
gramming s t a f f . In the f u t u r e , the Committee w i l l be concerned with 
the development o f the recommended improvements i n the i n f o r m a t i o n 
processing systems i n terms of development of p r i o r i t i e s , user p a r t i -
c i p a t i o n i n development, and a c q u i s i t i o n of the resources needed t o 
develop and implement the systems. 
From an i n f o r m a t i o n processing viewpoint, i t i s evident t h a t 
l a r g e volumes of data w i l l be used i n meeting the i n f o r m a t i o n r e q u i r e -
ments of the OCC. In a d d i t i o n , both the r e g i o n a l and Washington 
o f f i c e s w i l l be s u b s t a n t i a l users of the i n f o r m a t i o n processing 
systems and w i l l need t i m e l y access t o computerized data. Accord-
i n g l y , we b e l i e v e t h a t the OCC's i n f o r m a t i o n processing requirements 
may r e q u i r e the use of a l a r g e - s c a l e computer, w i t h t e r m i n a l s i n the 
r e g i o n a l and Washington o f f i c e s having o n - l i n e access t o the c e n t r a l 
computer. The d e t a i l e d design of the data processing systems and 
the a v a i l a b i l i t y of r e q u i r e d i n f o r m a t i o n from other r e g u l a t o r y 
agencies should form the b a s i s f o r the Committee's s e l e c t i o n of 
p a r t i c u l a r data processing equipment. 
In t h i s s e c t i o n of the r e p o r t we deal with the i n f o r m a t i o n 
system requirements as they r e l a t e t o the r e g u l a t o r y , a d m i n i s t r a t i v e 
and f i s c a l requirements of the OCC. 
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Much of the i n f o r m a t i o n r e q u i r e d f o r the systems i s 
c u r r e n t l y c o l l e c t e d w i t h i n the OCC or i s a v a i l a b l e from other 
sources. However, such i n f o r m a t i o n needs t o be put i n t o a more 
r e a d i l y a c c e s s i b l e and usable form. 
This s e c t i o n of the re p o r t deals p r i m a r i l y w i t h the 
processing of i n f o r m a t i o n . The f u n c t i o n a l use of the data, and 
the requirements f o r m o d i f i c a t i o n s i n r e p o r t s c u r r e n t l y obtained 
from banks r e l a t i n g t o the corporate and examination a c t i v i t i e s 
are discussed i n more d e t a i l i n other s e c t i o n s . 
Regulatory Information System 
The o b j e c t i v e s of the r e g u l a t o r y i n f o r m a t i o n system would 
be t o : 
Accumulate, summarize, and r e p o r t i n f o r m a t i o n con-
cerning n a t i o n a l banks. 
I n t e r a c t w i t h the supervisory and r e g u l a t o r y 
f u n c t i o n s of the OCC. 
Support planning, economic research, and s p e c i a l 
s t u d i e s . 
To c a r r y out these o b j e c t i v e s , we e n v i s i o n that the system 
would be s t r u c t u r e d i n t o four subsystems, w i t h general f u n c t i o n s as 
f o l l o w s : 
Data base - t o c o l l e c t , e d i t , v a l i d a t e , and 
store n a t i o n a l bank data and other data. 
N a t i o n a l bank i n d u s t r y i n f o r m a t i o n - t o produce 
p e r i o d i c r e p o r t s of s e l e c t e d n a t i o n a l bank 
i n d u s t r y i n f o r m a t i o n , i n c l u d i n g the s t a t i s t i c a l 
t a b l e s t h a t appear i n the Comptroller's Annual 
Report. 
P r i o r i t y review - t o i d e n t i f y banks f o r p r i o r i t y 
review and monitor the remedial a c t i o n s taken. 
A p p l i c a t i o n s - t o a s s i s t i n c o n t r o l l i n g the pro-
cessing of a l l corporate a p p l i c a t i o n s , such as 
those f o r c h a r t e r s and branches, and i n p r o v i d -
i n g supplemental data f o r use i n e v a l u a t i n g such 
a p p l i c a t i o n s . 
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In a d d i t i o n , the r e g u l a t o r y i n f o r m a t i o n system would provide the 
c a p a b i l i t y f o r access t o the data base f o r s p e c i a l s t u d i e s and f o r 
monitoring the r e c e i p t of bank r e p o r t s and the p r e p a r a t i o n of 
n o t i c e s when such r e p o r t s are l a t e or m i s s i n g . 
The u n d e r l y i n g concepts of the data base, n a t i o n a l bank 
i n d u s t r y i n f o r m a t i o n , and p r i o r i t y review subsystems are discussed 
i n more d e t a i l i n the "Examination and S u p e r v i s i o n Function" 
s e c t i o n of t h i s report. A d d i t i o n a l i n f o r m a t i o n w i t h respect t o 
the s p e c i a l s t u d i e s c a p a b i l i t i e s of the r e g u l a t o r y i n f o r m a t i o n 
system and the a p p l i c a t i o n s subsystem f o l l o w s . 
S p e c i a l Studies C a p a b i l i t i e s 
The o b j e c t i v e of o b t a i n i n g a c a p a b i l i t y t o perform s p e c i a l 
s t u d i e s i s t o a s s i s t i n the support of research p r o j e c t s . The data 
produced e i t h e r would be summarized and organized i n a manner d i f f e r -
ent from p e r i o d i c r e p o r t s or would not otherwise be a v a i l a b l e from 
p e r i o d i c r e p o r t s . 
The general standard a s p e c i a l s t u d i e s subsystem would 
meet i s t o provide, on a t i m e l y b a s i s , general access t o d e t a i l e d 
bank i n f o r m a t i o n by personnel having no s p e c i a l i z e d knowledge of 
computers or programming languages and having only a minimal amount 
of simple i n s t u c t i o n . I n order t o meet t h i s standard, the sub-
system should have the f o l l o w i n g f e a t u r e s : 
The a b i l i t y t o search and e x t r a c t from the bank 
data base any element or elements of informa-
t i o n f o r d i s p l a y on a t e r m i n a l . 
The a b i l i t y t o respond t o changed i n s t r u c t i o n s 
r a p i d l y . (For example, a user should be able 
t o s p e c i f y i n f o r m a t i o n t o be d i s p l a y e d and, on 
review of the data, t o change the s p e c i f i c a -
t i o n s r epeatedly u n t i l h i s i n f o r m a t i o n needs 
have been s a t i s f i e d . ) 
The a b i l i t y t o compute trends and p r o j e c t i o n s 
from i n f o r m a t i o n i n the bank data base and 
from other i n f o r m a t i o n introduced by the user. 
The c a p a c i t y t o prepare one-time r e p o r t s i n f o r -
mats s p e c i f i e d by the user. 
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Many s p e c i a l i z e d and g e n e r a l i z e d i n f o r m a t i o n search and r e t r i e v a l 
programs are a v a i l a b l e commercially. Rather than develop a l l of 
the necessary t a i l o r e d programs, the OCC may wish, f o r speed and 
convenience, t o acquire c e r t a i n of these programs, such as LEXIS 
(a law and case search and r e t r i e v a l system). The Treasury 
Department c u r r e n t l y i s using Time Se r i e s Processor f o r these pur-
poses while the F e d e r a l Reserve Board has g e n e r a l i z e d data r e t r i e v a l 
programs f o r accessing c a l l r e p o r t s of c o n d i t i o n and other banking 
data. 
A p p l i c a t i o n s Subsystem 
The o b j e c t i v e s of the a p p l i c a t i o n s subsystem would be t o : 
Provide data f o r use i n v e r i f y i n g and e v a l u a t i n g 
corporate a p p l i c a t i o n s , i n c l u d i n g those f o r 
ch a r t e r s , branches, and mergers. 
F a c i l i t a t e c o n t r o l over the processing of 
a p p l i c a t i o n s . 
Produce s t a t u s r e p o r t s f o r use i n monitoring 
the processing of a p p l i c a t i o n s . 
Provide bank s t r u c t u r e data from approved 
a p p l i c a t i o n s f o r the bank data base. 
The processing, e v a l u a t i o n , and appro v a l / d i s a p p r o v a l of 
a p p l i c a t i o n s can be segmented i n t o these general phases: 
Receive and r e c o r d a p p l i c a t i o n s , review f o r 
completeness, and v e r i f y the i n f o r m a t i o n 
contained i n the a p p l i c a t i o n s . 
Obtain a d d i t i o n a l i n f o r m a t i o n as needed and 
conduct f i e l d i n v e s t i g a t i o n s and hearings, 
as a p p r o p r i a t e . 
Prepare management summaries and make i n i t i a l 
recommendations. 
Evaluate the a p p l i c a t i o n s and decide on approval 
or d i s a p p r o v a l . 
We e n v i s i o n that the general processing of a p p l i c a t i o n s and the i n t e -
g r a t i o n of the a p p l i c a t i o n s subsystem with t h i s processing would be 
c a r r i e d out as described i n the f o l l o w i n g paragraphs. 
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Upon r e c e i p t , an a p p l i c a t i o n would be entered i n t o the 
a p p l i c a t i o n s c o n t r o l f i l e and the appropriate OCC personnel and other 
agencies would be n o t i f i e d . As r e q u i r e d , information contained i n 
the a p p l i c a t i o n could be compared wit h i n f o r m a t i o n contained i n the 
bank data base, v i a t e r m i n a l s . A f i e l d i n v e s t i g a t i o n and hearing, 
i f scheduled, a l s o would be noted i n the c o n t r o l f i l e . 
The a p p l i c a t i o n would continue through the process of 
e v a l u a t i o n and recommendation by r e g i o n a l and Washington personnel, 
as a p p r o p r i a t e , concluding w i t h the f i n a l d e c i s i o n by the r e g i o n a l 
a d m i n i s t r a t o r or by the Comptroller. I n d i c a t i o n s of the i n i t i a t i o n 
and completion of each s i g n i f i c a n t p rocessing step would be entered 
i n t o the c o n t r o l f i l e . 
When a d e c i s i o n i s made, appropriate i n f o r m a t i o n would be 
t r a n s f e r r e d from the c o n t r o l f i l e to the bank data base and the 
necessary agencies and p a r t i e s would be n o t i f i e d of the d e c i s i o n . 
Summary re p o r t s of a c t i o n s due and past due could be pro-
vided to appropriate p a r t i e s during the a p p l i c a t i o n process. In 
a d d i t i o n , p e r i o d i c r e p o r t s would be developed from data i n the con-
t r o l f i l e . These r e p o r t s would provide appropriate l e v e l s of 
management with information regarding the st a t u s of a p p l i c a t i o n s pro-
ce s s i n g , so that remedial a c t i o n to overcome delays could be taken 
when necessary. 
Reports of s e l e c t e d data from approved a p p l i c a t i o n s a l s o 
could be prepared. These r e p o r t s could be used during subsequent 
examinations to determine whether the bank had implemented the 
approved course of a c t i o n as proposed. 
A d m i n i s t r a t i v e Information System 
The o b j e c t i v e s of the a d m i n i s t r a t i v e i n f o r m a t i o n system 
would be t o : 
Accumulate, record, summarize, and r e p o r t i n f o r -
mation concerning OCC personnel, i n c l u d i n g t h e i r 
education, s p e c i a l s k i l l s , experience, and the 
u t i l i z a t i o n of t h e i r time. 
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. Support the planning and execution of programs f o r 
manpower planning, r e c r u i t i n g , employee r e l a t i o n s , 
personnel development, and compensation and 
employee b e n e f i t s . 
To c a r r y out these o b j e c t i v e s , we e n v i s i o n t h a t the system 
would be s t r u c t u r e d i n t o two subsystems, namely, human resources and 
manpower planning and u t i l i z a t i o n . The c a p a b i l i t i e s of these sub-
systems, together w i t h examples of t h e i r i n t e r a c t i o n w i t h other 
i n f o r m a t i o n systems, f o l l o w s : 
Human Resources Subsystem 
The human resources subsystem would con t a i n OCC personnel 
data, such as e d u c a t i o n a l l e v e l s , s p e c i a l s k i l l s , and experiences. 
The outputs t o be produced by t h i s subsystem would i n c l u d e informa-
t i o n on: 
Personal, e d u c a t i o n a l , and employment h i s t o r y 
of i n d i v i d u a l employees. 
R e c r u i t i n g sources, such as c o l l e g e s , the bank-
in g i n d u s t r y , and employment agencies, together 
with the degree of usage and the r e t e n t i o n 
r a t e s a s s o c i a t e d w i t h these sources. 
R e c r u i t i n g plans and employment a p p l i c a t i o n s s t a t u s , 
showing such i n f o r m a t i o n as planned c o l l e g e v i s i t s , 
expected number of i n t e r v i e w s , the s t a t u s of pend-
i n g o f f e r s , and outstanding a p p l i c a t i o n s . 
Compensation and b e n e f i t s s t r u c t u r e of the OCC as 
a whole and as r e l a t e d t o the g r a n t i n g of com-
pensation i n c r e a s e s and promotions to i n d i v i -
d u als. (Such r e p o r t s a l s o would be of a s s i s t a n c e 
i n OCC f i n a n c i a l planning e f f o r t s ) . 
Performance e v a l u a t i o n h i s t o r i e s of i n d i v i d u a l s and 
the h i s t o r i e s of t h e i r e v a l u a t o r s . 
Employee turnover, showing tenure, r a t e s , and sum-
maries of reasons f o r turnover. 
. Experience and s k i l l s i n v e n t o r i e s of i n d i v i d u a l 
employees. 
T r a i n i n g courses and other developmental programs 
a v a i l a b l e w i t h i n and outside the OCC, w i t h h i s -
t o r i c a l data of t h e i r usage and e v a l u a t i o n s of 
t h e i r e f f e c t i v e n e s s by p a r t i c i p a n t s , i n s t r u c t o r s , 
and s u p e r v i s o r s . 
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T r a i n i n g programs and p l a n s , i d e n t i f y i n g courses 
and p a r t i c i p a n t s and t r a i n i n g requirements. 
T r a i n i n g and development p r o f i l e s of i n d i v i d u a l s . 
Expected retirement dates. 
Employee r e l a t i o n s matters, such as grievances. 
Most of the i n f o r m a t i o n requirements may be met w i t h p e r i -
odic r e p o r t s produced on a monthly, q u a r t e r l y , semi-annual, or annual 
b a s i s . There a l s o should be the c a p a b i l i t y t o produce s e l e c t e d 
r e p o r t s on an "as needed" b a s i s and t o perform s p e c i a l studies when 
the need a r i s e s . 
Manpower Planning and U t i l i z a t i o n Subsystem 
The o r g a n i z a t i o n a l and personnel requirements of the OCC, 
i n terms of o r g a n i z a t i o n a l u n i t s , job c l a s s i f i c a t i o n s , s p e c i a l s k i l l s 
requirements, and other p o s i t i o n s p e c i f i c a t i o n s would be recorded and 
used i n the i n f o r m a t i o n system. These data would be compared wi t h 
a c t u a l time expenditures and with the resources a v a i l a b l e , as recorded 
i n the human resources subsystem. Reports showing these comparisions 
would be prepared f o r a n a l y s i s by those r e s p o n s i b l e f o r o r g a n i z a t i o n a l 
and manpower planning. 
These analyses would r e s u l t I n r e p o r t s i d e n t i f y i n g : 
Personnel p o t e n t i a l l y a v a i l a b l e f o r promotion 
or t r a n s f e r . 
A d d i t i o n a l s k i l l s requirements that c o u l d be 
met e i t h e r through development programs or 
through recruitment. 
R e c r u i t i n g requirements of p a r t i c u l a r organiza-
t i o n a l u n i t s . 
Examination schedules would be developed by the r e g i o n a l 
o f f i c e s and entered i n t o t h i s subsystem. Records of p r i o r examina-
t i o n s , as contained i n the bank data base, would be a v a i l a b l e t o 
a s s i s t i n the scheduling process. Time p r o j e c t i o n s f o r research 
p r o j e c t s and other s p e c i a l s t u d i e s a l s o could be developed and 
entered i n t o the subsystem. 
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A l l OCC personnel would be r e q u i r e d t o prepare bi-weekly 
time r e p o r t s and such data would be entered i n t o the subsystem. 
A number of r e p o r t s and analyses could then be developed 
from the schedules and time r e p o r t data, i n c l u d i n g : 
Reports of examinations completed, i n - p r o c e s s , 
and scheduled. 
Reports of resources used i n completed and i n -
process examinations. 
Analyses of time used on p a r t i c u l a r examina-
t i o n f u n c t i o n s , by bank s i z e and c o n d i t i o n . 
(These analyses should a i d the refinement of 
the examination scheduling process and would 
provide a b a s i s f o r making manpower r e q u i r e -
ment p r o j e c t i o n s . ) 
Reports on r e s e a r c h p r o j e c t s , comparing a c t u a l 
time t o budgeted time. 
Summaries of comparison of a c t u a l time expended 
w i t h planned expenditures, by r e g i o n and by 
Washington s t a f f o f f i c e s . (These summaries 
might be presented by major time c a t e g o r i e s , 
such as examinations, a p p l i c a t i o n s , p r i o r i t y 
banks, a d m i n i s t r a t i o n , overtime, i l l n e s s , and 
leaves of absence.) 
Data from t h i s subsystem would be combined w i t h data from 
the f i s c a l i n f o r m a t i o n system t o provide the c a p a b i l i t y f o r p e r i o d i c 
review and r e v i s i o n of s p e c i a l fees charged f o r examinations and 
a p p l i c a t i o n s based on time spent by OCC personnel. These data, 
together w i t h manpower and bank asset growth p r o j e c t i o n s , would pro-
vide the b a s i s f o r the e v a l u a t i o n of the semi-annual assessment fee 
s t r u c t u r e . 
In the f o l l o w i n g s e c t i o n of t h i s r e p o r t , s e v e r a l a l t e r n a -
t i v e s regarding a p a y r o l l system are discussed. Depending upon the 
course of a c t i o n s e l e c t e d by the OCC, the biweekly time r e p o r t would 
be used i n preparing data input f o r the p a y r o l l system or i t would be 
a s i n g l e source document t o serve both the p a y r o l l system and t h i s 
subsystem. 
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Data from t h i s subsystem a l s o would be used t o maintain a 
reco r d of completed examinations, by type of examination, i n the bank 
data base. This Information would appear on NBSS p r i o r i t y - r e v i e w 
r e p o r t s and would be used f o r other a n a l y t i c purposes. 
F i s c a l Information System 
The o b j e c t i v e s of the f i s c a l i n f o r m a t i o n system would be t o : 
Process, r e c o r d , summarize, and re p o r t the f i n a n -
c i a l a c t i v i t y and c o n d i t i o n of the OCC. 
Integrate the f i n a n c i a l budgeting process, budget 
data, and a c t u a l expense data i n t o a system of 
r e s p o n s i b i l i t y accounting and r e p o r t i n g . 
To c a r r y out these o b j e c t i v e s , the f i s c a l i n f o r m a t i o n system 
would be s t r u c t u r e d i n t o f o u r subsystems, w i t h general f u n c t i o n s as 
f o l l o w s : 
Income - t o prepare i n v o i c e s f o r s e l e c t e d s e r v i c e s 
and p u b l i c a t i o n s , process and reco r d a l l cash 
r e c e i p t s , m a i n t a i n a d e t a i l e d accounts r e c e i v a b l e 
ledger, and crea t e summary j o u r n a l e n t r i e s f o r 
income t r a n s a c t i o n s . 
Expenditures - t o process vouchers f o r expenditures, 
p r i n t checks i n payment of t r a v e l vouchers and 
vendor i n v o i c e s , and create summary j o u r n a l e n t r i e s 
of expenditures. 
F i x e d assets - t o maint a i n records of the purchase 
cost, d e p r e c i a t i o n , and maintenance cost of the 
OCC's f i x e d assets and t o compute d e p r e c i a t i o n 
schedules. 
General ledger - t o reco r d f i n a n c i a l t r a n s a c t i o n s 
and budget data i n the accounts of the OCC, and 
summarize and r e p o r t the f i n a n c i a l a c t i v i t y and 
c o n d i t i o n of the OCC. 
We b e l i e v e t h a t the current p r a c t i c e of accounting f o r 
income on a r e g i o n a l b a s i s i s an unnecessary accounting refinement. 
Fa r t h e r , such p r a c t i c e may r e s u l t i n mis l e a d i n g conclusions regard-
i n g the " p r o f i t a b i l i t y " or l a c k thereof of a s p e c i f i c r e g i o n . Semi-
annual assessments of n a t i o n a l banks are the gre a t e s t p o r t i o n of 
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t o t a l income and are based on t o t a l domestic assets of n a t i o n a l banks. 
Under t h i s assessment s t r u c t u r e , i t i s i n a p p r o p r i a t e t o match such 
income against i n c u r r e d c osts at any l e v e l below the OCC as a whole 
or t o use such a comparison i n measuring the f i n a n c i a l performance 
of a r e g i o n . 
R e s p o n s i b i l i t y accounting would provide a more meaningful 
and u s e f u l way of measuring the use of f i n a n c i a l resources by the 
regions and Washington o f f i c e departments under the present method of 
fee assessment. Under r e s p o n s i b i l i t y accounting, personnel w i t h 
r e s p o n s i b i l i t y and a u t h o r i t y f o r making expenditures would r e c e i v e 
monthly r e p o r t s of t h e i r a c t u a l expenses compared t o approved 
budgets. Higher l e v e l s of management would r e c e i v e summary r e p o r t s 
and r e p o r t s h i g h l i g h t i n g e x c e p t i o n a l departures from budget f o r t h e i r 
areas of r e s p o n s i b i l i t y . Income would be compared t o expenses only 
at the highest l e v e l . In t h i s way, OCC personnel would be measured 
only against those f a c t o r s over which they have c o n t r o l . 
D e s c r i p t i o n s of the budget system necessary t o support 
r e s p o n s i b i l i t y accounting and of the f o u r subsystems of the f i s c a l 
i n f o r m a t i o n system f o l l o w s . 
Budgeting 
In our view, the p r e p a r a t i o n of annual expense budgets 
should begin at the lowest l e v e l of management r e s p o n s i b l e f o r 
making expenditures. We b e l i e v e t h a t t h i s l e v e l would i n c l u d e the 
r e g i o n a l a d m i n i s t r a t o r s and department heads i n Washington. The 
budgets could be prepared t o r e f l e c t the o r g a n i z a t i o n a l u n i t s w i t h i n 
the regions and the Washington o f f i c e departments. 
The annual budgeting process would begin w i t h the develop-
ment of manpower requirements, which would be t r a n s l a t e d i n t o compen-
s a t i o n and b e n e f i t c o s t s . T r a v e l expenses would be estimated, using 
the p r i o r year a c t u a l amounts adjusted f o r changes in manpower l e v e l s , 
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r e l o c a t i o n of personnel, changes i n al l o w a b l e expenses, and the l i k e . 
Other expenses would be estimated, u s i n g p r i o r year a c t u a l amounts 
adjust e d f o r the e f f e c t s of changes I n circumstances. 
Budgets would be c o n s o l i d a t e d a t higher l e v e l s and a d j u s t -
ments would be made as a p p r o p r i a t e . When the e n t i r e budget i s 
approved, i t would be entered i n t o a computerized general ledger 
subsystem, as discussed below, f o r use i n preparing r e s p o n s i b i l i t y 
accounting r e p o r t s . 
P a y r o l l 
The OCC c u r r e n t l y uses a p a y r o l l system operated by the 
Treasury Department. Should the OCC adopt r e v i s e d compensation 
and b e n e f i t plans, i t may be necessary e i t h e r t o make changes i n 
the present p a y r o l l system or t o use a d i f f e r e n t p a y r o l l system. 
The a l t e r n a t i v e s appear t o be: 
Obtain changes i n the present p a y r o l l system. 
Locate and use, or modify and i n s t a l l , a pay-
r o l l system t a i l o r e d t o OCC needs. 
. Design, program, and i n s t a l l an OCC p a y r o l l 
system. 
Appropriate p a y r o l l data would be r e c e i v e d from the 
se l e c t e d p a y r o l l system and recorded through the general ledger 
subsystem. 
Income Subsystem 
The o b j e c t i v e s of the income subsystem would be to process, 
c o n t r o l , and account f o r a l l income t r a n s a c t i o n s and OCC accounts 
r e c e i v a b l e . P r e s e n t l y , the OCC r e c e i v e s income from the f o l l o w i n g 
sources: 
Semi-annual assessments o f each n a t i o n a l bank. 
Examination and i n v e s t i g a t i o n fees f o r c e r t a i n 
examinations, i n c l u d i n g t r u s t examinations, 
and f o r s p e c i a l i n v e s t i g a t i o n s . 
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Investment income from OCC investment i n U.S. 
Government o b l i g a t i o n s . 
Charges f o r repr o d u c t i o n of examination r e p o r t s 
and s a l e s o f p u b l i c a t i o n s . 
Fees r e c e i v e d w i t h a p p l i c a t i o n s . 
Other, i n c l u d i n g cash s a l e s of p u b l i c a t i o n s . 
I n v o i c e s are prepared and processed manually f o r examina-
t i o n and i n v e s t i g a t i o n fees and f o r the rep r o d u c t i o n of examination 
r e p o r t s and the s a l e of p u b l i c a t i o n s . 
The development of a computerized income subsystem would 
r e s u l t i n a number of improvements, i n c l u d i n g : 
S i m p l i f i e d procedures a s s o c i a t e d w i t h processing 
income t r a n s a c t i o n s . 
Improved c o n t r o l over the b i l l i n g and r e c e i p t of 
non-assessment income. 
Computerized p r e p a r a t i o n of i n v o i c e s w i t h attendant 
improved c o n t r o l over accounts r e c e i v a b l e . 
I n t e g r a t i o n w i t h the a p p l i c a t i o n s subsystem f o r 
improved c o n t r o l over a p p l i c a t i o n f e e s . 
I n t e g r a t i o n w i t h the manpower planning and u t i l i z a -
t i o n subsystem f o r improved c o n t r o l over b i l l i n g s 
f o r examinations that are based on time expended 
by OCC personnel. 
. Use of the bank data base t o c o n t r o l the r e c e i p t 
and v a l i d a t i o n of assessment income. 
The subsystem would c o n t a i n an open accounts r e c e i v a b l e 
f i l e which would be a s u b s i d i a r y ledger t o appropriate c o n t r o l 
accounts i n the general l e d g e r . Summary general ledger j o u r n a l 
e n t r i e s t o r e c o r d income, cash, and r e c e i v a b l e t r a n s a c t i o n s would 
be developed f o r automatic en t r y i n t o the general ledger subsystem. 
Reports and other outputs of the subsystem would i n c l u d e 
the f o l l o w i n g : 
I n v o i c e s f o r t r u s t , s p e c i a l , and l i m i t e d examina-
t i o n s , f o r re p r o d u c t i o n of examination r e p o r t s , 
and f o r s a l e s of p u b l i c a t i o n s . 
Invoice r e g i s t e r . 
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Payments r e g i s t e r . 
. Aged accounts r e c e i v a b l e r e p o r t . 
Income summaries and analyses. 
Summary general ledger j o u r n a l e n t r y l i s t i n g , 
showing each income t r a n s a c t i o n w i t h appro-
p r i a t e a u d i t t r a i l s . 
Expenditures Subsystem 
The o b j e c t i v e of the expenditures subsystem would be t o 
process payments and t o provide c o n t r o l over and accounting f o r OCC 
expenditures, other than p a y r o l l . 
Expenditures t h a t would be processed by t h i s subsystem 
i n c l u d e t r a v e l expenses of OCC employees, r e c u r r i n g expenses, such 
as r e n t a l payments on o f f i c e spaces, and other n o n - p a y r o l l expenses 
normally p a i d a g a i n s t vendors' i n v o i c e s . 
Under r e s p o n s i b i l i t y accounting concepts, r e g i o n a l admin-
i s t r a t o r s or t h e i r designees would e x e r c i s e the r e s p o n s i b i l i t y f o r 
reviewing and approving t r a v e l vouchers of r e g i o n a l personnel. 
They a l s o would have the a u t h o r i t y t o a u t h o r i z e payment of t r a v e l 
vouchers w i t h i n the c o n s t r a i n t s of approved budgets and t r a v e l regu-
l a t i o n s of the OCC. T r a v e l vouchers f o r Washington personnel would 
be processed through the f i s c a l management d i v i s i o n a f t e r review and 
approval by a department head or h i s designee. 
The f i s c a l management d i v i s i o n i n Washington would monitor 
voucher approval and payment on a co n t i n u i n g b a s i s t o ensure tha t 
t r a v e l expenses are c o n s i s t e n t w i t h budgeted amounts and that t r a v e l 
r e g u l a t i o n s are being i n t e r p r e t e d on a c o n s i s t e n t b a s i s . 
The b e n e f i t s t o be gained from p l a c i n g the r e s p o n s i b i l i t y 
f o r review and approval of r e g i o n a l t r a v e l vouchers i n the regions 
i n c l u d e : 
Improved review procedures over t r a v e l vouchers. 
. E l i m i n a t i o n of the d u p l i c a t i o n of review e f f o r t s 
t h a t e x i s t s p r e s e n t l y between the r e g i o n a l 
o f f i c e s and the f i s c a l management d i v i s i o n . 
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Checks f o r r e c u r r i n g expenses, such as rent and contract 
payments, would be p r i n t e d a u t o m a t i c a l l y when due. Data necessary 
f o r check p r e p a r a t i o n would be r e t a i n e d on the open accounts payable 
f i l e f o r the l i v e s of l e a s e s and c o n t r a c t s . Termination dates 
would c o n t r o l f i n a l payments. T h i s subsystem a l s o would i n c l u d e 
f e a t u r e s t o a l l o w adjustments of amounts t o be p a i d and changes t o 
other data r e l a t e d t o such payments p r i o r t o check p r e p a r a t i o n . 
Reports f o r use i n c o n t r o l l i n g automatic payments would 
i n c l u d e : 
Disbursements p r o j e c t i o n s , showing a l l r e c u r r i n g 
disbursements t o be made on the next check 
p r i n t i n g c y c l e , f o r p r i o r approval of the 
i n d i v i d u a l items. 
Master l i s t s , showing a l l a c t i v e r e c u r r i n g d i s -
bursement a u t h o r i z a t i o n s and i n d i c a t i o n s of 
those nearing t e r m i n a t i o n . 
In the processing of other disbursements, i t would be 
p o s s i b l e to s p e c i f y l a t e r payment dates. There a l s o would be the 
c a p a b i l i t i e s t o change payment dates and t o prepare checks manually 
f o r emergency purposes. 
The subsystem would be able t o develop and a u t o m a t i c a l l y 
enter i n the general ledger and the personnel data base summary 
j o u r n a l e n t r i e s and other data r e q u i r e d by those systems. The open 
accounts payable f i l e would be balanced a u t o m a t i c a l l y t o appropriate 
c o n t r o l accounts i n the general l e d g e r . 
In a d d i t i o n t o disbursement checks and check r e g i s t e r s and 
the types of r e p o r t s discussed above, the subsystem a l s o would pro-
duce r e p o r t s and other outputs such as: 
Open accounts payable r e p o r t by payee. 
Vendor payments h i s t o r y r e p o r t . 
Vendor master l i s t . 
IRS Form 1099 f o r a p p l i c a b l e payments. 
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F i x e d Asset Subsystem 
The o b j e c t i v e s of t h i s subsystem would be t o : 
Maintain accounting c o n t r o l over f i x e d a s s e t s . 
Provide d e p r e c i a t i o n and a m o r t i z a t i o n accounting. 
Retain maintenance expenditure h i s t o r y data on 
s e l e c t e d property items. 
The f i x e d asset f i l e of the subsystem would be a s u b s i d i a r y ledger 
to a ppropriate c o n t r o l accounts i n the general l e d g e r . 
The subsystem would be capable of c a l c u l a t i n g d e p r e c i a t i o n 
and a m o r t i z a t i o n amounts monthly and developing a summary general 
ledger j o u r n a l entry f o r d i r e c t t r a n s m i s s i o n t o the general ledger 
subsystem. 
The subsystem would i n t e r f a c e w i t h the expenditures sub-
system, so tha t property a d d i t i o n s and expenditures f o r maintenance 
of s e l e c t e d property items would be r e c e i v e d and posted d i r e c t l y t o 
the f i x e d asset f i l e . The space management system c u r r e n t l y used 
to c o n t r o l the modular f u r n i t u r e and f i x t u r e s of the Washington 
o f f i c e should be i n t e g r a t e d w i t h t h i s subsystem. 
The r e p o r t s and other outputs of t h i s subsystem would 
i n c l u d e : 
Inventory master l i s t i n g s of property by p h y s i c a l 
l o c a t i o n , r e s p o n s i b i l i t y center, type of property 
item, and age or other c h a r a c t e r i s t i c s . 
Inventory l i s t s f o r the t a k i n g of the annual 
p h y s i c a l i n v e n t o r y . 
D e p r e c i a t i o n and a m o r t i z a t i o n schedules. 
Summary general ledger j o u r n a l e n t r i e s , showing 
each d e t a i l t r a n s a c t i o n amount and a u d i t t r a i l s . 
Maintenance expenditure h i s t o r y data, showing 
summary data by property item, type, and manu-
f a c t u r e r , and h i g h l i g h t i n g excessive maintenance 
c o s t s . 
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General Ledger Subsystem 
The o b j e c t i v e s of the general ledger subsystem would be t o : 
. Record f i n a n c i a l a c t i v i t y and balances i n the accounts 
of the OCC. 
Int e g r a t e the f i n a n c i a l budgeting process w i t h a c t u a l 
income and expense data i n t o a system which permits 
r e s p o n s i b i l i t y accounting and r e p o r t i n g . 
Produce other f i n a n c i a l and accounting r e p o r t s as 
r e q u i r e d . 
The general ledger subsystem would be the f o c a l p o i n t f o r 
r e s p o n s i b i l i t y accounting and r e p o r t i n g . Budget data would be 
recorded i n memorandum general ledger accounts and would p a r a l l e l 
a c t u a l accounting data. Although most o f the accounting data would 
be entered a u t o m a t i c a l l y from other subsystems, the balance would be 
entered from standard and miscellaneous j o u r n a l e n t r i e s . The respon-
s i b i l i t y accounting r e p o r t s would be prepared monthly from data i n 
the general ledger f i l e . 
T his subsystem would perform the c o n s o l i d a t i o n of budgets. 
A d d i t i o n a l l y , t h i s subsystem would a l l o w f o r budget adjustments t o 
be made during the year, such as those t h a t would be necessary when 
pay i n c r e a s e s are granted. 
The coding s t r u c t u r e f o r i d e n t i f i c a t i o n of general ledger 
accounts and r e s p o n s i b i l i t y centers should f a c i l i t a t e both i n t e r n a l 
and e x t e r n a l r e p o r t i n g . We a n t i c i p a t e t h a t only minor changes i n 
the coding s t r u c t u r e f o r the general ledger accounts would be neces-
sary while the coding s t r u c t u r e f o r r e s p o n s i b i l i t y centers might 
r e q u i r e extensive changes as a r e s u l t of implementing our recommenda-
t i o n s r e l a t i n g t o the o r g a n i z a t i o n a l s t r u c t u r e of the OCC. 
The subsystem would be designed so that only s e l f - b a l a n c i n g 
e n t r i e s would be accepted, thus ensuring t h a t the general ledger 
would always be i n balance. 
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C e r t a i n c o n t r o l accounts i n the general ledger would serve 
t o c o n t r o l s u b s i d i a r y ledgers maintained by other subsystems, such 
as the open accounts r e c e i v a b l e f i l e . Other subsystems would pro-
duce computerized summary j o u r n a l e n t r i e s t o the general ledger t o 
a s s i s t i n f a c i l i t a t i n g t h i s c o n t r o l . 
In a d d i t i o n t o the r e s p o n s i b i l i t y accounting r e p o r t s d i s -
cussed e a r l i e r , other r e p o r t s t h a t would be produced by the general 
ledger subsystem i n c l u d e : 
Monthly summary t r i a l balances. 
. Monthly d e t a i l e d t r i a l balance, showing t r a n s a c -
t i o n s during the month and month-end balances, 
together w i t h a u d i t t r a i l s . 
Balance sheets. 
Statements of income, showing current month and 
year-to-date a c t u a l and budgeted income and 
expense, by major c l a s s i f i c a t i o n s . 
Statements of changes i n f i n a n c i a l p o s i t i o n . 
Exception r e p o r t s f o r s e n i o r OCC management 
h i g h l i g h t i n g those r e s p o n s i b i l i t y centers expe-
r i e n c i n g s i g n i f i c a n t departures from budgeted 
amounts. 
S p e c i a l a n a l y t i c a l r e p o r t s as an a i d i n cash f o r e -
c a s t i n g , computation of a c c r u a l s , and account 
a n a l y s i s . 
S p e c i a l r e p o r t s r e q u i r e d f o r other purposes, such 
as r e p o r t s of expenditures by object c l a s s code 
f o r the F e d e r a l Government f i s c a l year as 
r e q u i r e d by the O f f i c e of Management and Budget. 
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OPERATIONS REVIEW" PROGRAM 
At present the OCC has no formal operations review program 
and no i n d i v i d u a l or group has o v e r a l l r e s p o n s i b i l i t y f o r the review, 
e v a l u a t i o n , and monitoring of the q u a l i t y of the OCC's performance 
of i t s bank s u p e r v i s i o n and r e g u l a t i o n f u n c t i o n s . We recommend the 
establishment of such a program w i t h i n the OCC which would comprehend: 
E v a l u a t i n g on a c o n t i n u i n g b a s i s a l l aspects of 
the OCC's r e g u l a t o r y and supervisory a c t i v i t i e s . 
I n i t i a t i n g o r recommending s t u d i e s , when deemed 
necessary, to a s c e r t a i n the need f o r r e v i s i o n s 
i n the OCC's p o l i c i e s , p r a c t i c e s , or procedures 
i n response to a c t u a l or a n t i c i p a t e d changes i n 
the banking i n d u s t r y . 
A s c e r t a i n i n g that a p p r o p r i a t e e x p e r t i s e i s developed 
and maintained w i t h i n the OCC to enable i t to 
discharge i t s r e s p o n s i b i l i t i e s e f f e c t i v e l y and 
e f f i c i e n t l y . 
Disseminating e s s e n t i a l r e g u l a t o r y i n f o r m a t i o n to 
a l l OCC personnel on a t i m e l y b a s i s . 
The f u n c t i o n of an operations review program i s to assure 
tha t , not only a l l o f the e s s e n t i a l f u n c t i o n s o f the OCC are being 
performed, but that they are being performed as e f f e c t i v e l y and 
e f f i c i e n t l y as p r a c t i c a b l e . W i t h i n the various a c t i v i t i e s con-
ducted by the OCC i n executing i t s e s s e n t i a l f u n c t i o n s , q u a l i t y 
c o n t r o l s p r e s e n t l y e x i s t . A major r e s p o n s i b i l i t y of those admin-
i s t e r i n g the operations review program would be to a s c e r t a i n the 
adequacy and e f f e c t i v e n e s s of the q u a l i t y c o n t r o l s i n each a c t i v i t y 
and to develop recommendations f o r t h e i r improvement. 
We b e l i e v e that r e s p o n s i b i l i t y f o r the operations review 
program should be c e n t r a l i z e d i n the Washington o f f i c e under the 
d i r e c t i o n o f an i n d i v i d u a l designated as the Deputy Comptroller f o r 
Operations Review. The Deputy Comptroller would be a s s i s t e d by a 
permanently assigned s t a f f , supplemented by review teams drawn p r i n -
c i p a l l y from the r e g i o n a l o f f i c e s on a r o t a t i n g b a s i s . 
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The Washington group would be r e s p o n s i b l e f o r overseeing 
a l l aspects of the operations review program, i n c l u d i n g : 
. Developing c h e c k l i s t s to be used i n performing 
operations reviews. 
Scheduling operations review v i s i t a t i o n s to 
r e g i o n a l o f f i c e s and appr o p r i a t e Washington 
o f f i c e departments. 
Coordinating the assignment of personnel to the 
operations review teams. 
Reviewing the r e p o r t s submitted by the operations 
review teams. 
Preparing r e p o r t s f o r the Comptroller and others 
t h a t summarize operations review f i n d i n g s and 
co n t a i n recommendations that would (a) improve 
the q u a l i t y o f bank s u p e r v i s i o n and r e g u l a t i o n 
and (b) strenghten the operations review program. 
Recommending to the Deputy Comptroller f o r Opera-
t i o n s Planning s t u d i e s to a s c e r t a i n the need 
f o r r e v i s i o n s i n the OCC's p o l i c i e s , p r a c t i c e s , 
o r procedures i n response to a c t u a l or a n t i c i -
pated changes i n the banking i n d u s t r y . 
P r o v i d i n g f o r appropriate follow-up to determine 
th a t recommendations of review teams had been 
implemented. 
Disseminating e s s e n t i a l r e g u l a t o r y i n f o r m a t i o n , 
i n c l u d i n g examples of unusual s i t u a t i o n s and 
im a g i n a t i v e techniques employed by examining 
personnel and others i n s u c c e s s f u l l y d e a l i n g 
w i t h s p e c i f i c s i t u a t i o n s , to a l l OCC personnel 
on a t i m e l y b a s i s . 
Operations Review Teams 
The operations review teams would comprise commissioned 
examiners and other personnel, as appr o p r i a t e , who would be drawn 
from the r e g i o n a l o f f i c e s (other than the r e g i o n a l o f f i c e subject to 
a p a r t i c u l a r review) and the Washington o f f i c e . A t y p i c a l team 
conducting a review of a r e g i o n a l o f f i c e , f o r example, would i n c l u d e 
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personnel w i t h backgrounds i n commercial, t r u s t , and i n t e r n a t i o n a l 
banking, EDP, NBSS, the s p e c i a l s i t u a t i o n s program, personnel admin-
i s t r a t i o n , and other a p p r o p r i a t e s k i l l s . The team members would 
be r o t a t e d a f t e r a s p e c i f i e d p e r i o d . 
Scope of Operations Reviews 
The operations reviews conducted i n the Washington and 
r e g i o n a l o f f i c e s , as a p p l i c a b l e , would c o n s i s t p r i n c i p a l l y of the 
f o l l o w i n g : 
Review of s e l e c t e d examination working papers, 
r e p o r t s , and correspondence f i l e s . 
Review of s e l e c t e d cases i n the s p e c i a l s i t u a -
t i o n s program and other s e l e c t e d cases r e q u i r -
in g s p e c i a l a t t e n t i o n . 
Review of s e l e c t e d analyses of data from the 
r e g u l a t o r y i n f o r m a t i o n system and i n f o r m a t i o n 
submitted by banks and others, as w e l l as 
r e l a t e d d e c i s i o n s concerning scopes o f exami-
n a t i o n s . 
Review of s e l e c t e d corporate a p p l i c a t i o n s . 
Review of c e r t a i n other matters, such as the 
independence of personnel, p r o f e s s i o n a l 
development program, assignment of examining 
personnel, recruitment of personnel and the 
budgeting of examinations. 
The s p e c i f i c procedures performed by the operations review 
teams i n reviewing s e l e c t e d data would be contained i n c h e c k l i s t s to 
be developed by the Washington operations review group. We would 
expect, however, t h a t , as a minimum, the c h e c k l i s t s would i n c l u d e 
the f o l l o w i n g procedures: 
As to working papers, r e p o r t s , and f i l e s i n the r e g i o n a l o f f i c e s : 
E v a l u a t i o n o f the appropriateness of the scope 
of examination. 
Determination of whether p r e s c r i b e d OCC p o l i c i e s , 
p r a c t i c e s and procedures were f o l l o w e d i n making 
examinations. 
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Determination of whether the contents of r e p o r t s 
of examination were ap p r o p r i a t e i n the circum-
stances. 
Determination of whether working papers were com-
p l e t e , were reviewed, and support the conclusions 
expressed i n the r e p o r t of examination. 
E v a l u a t i o n of the adequacy of r e g i o n a l o f f i c e 
follow-up w i t h respect to v i o l a t i o n s of law or 
problems noted during the examination and the 
adequacy of bank management's response thereto. 
Ascertainment of the appropriateness of the r a t i n g s 
g i v e n to the bank by the r e g i o n a l o f f i c e . 
As to s p e c i a l s i t u a t i o n s : 
Determination of whether p r e s c r i b e d OCC p o l i c i e s , 
procedures and p r a c t i c e s were f o l l o w e d . 
E v a l u a t i o n of the adequacy of c o r r e c t i v e a c t i o n s 
taken by r e g i o n a l o f f i c e s and r e s u l t s thereof. 
Determination of the current s t a t u s of banks 
s e l e c t e d f o r review. 
As to the Proposed N a t i o n a l Bank S u r v e i l l a n c e System (NBSS): 
E v a l u a t i o n of the c o r r e c t n e s s of pre-examination 
analyses w i t h respect to p o t e n t i a l problems. 
Determination of whether recommendations of NBSS 
s p e c i a l i s t s were f o l l o w e d and, i f not, that the 
reasons t h e r e f o r were documented and appear 
app r o p r i a t e i n the circumstances. 
E v a l u a t i o n of the appropriateness of the d e c i s i o n s 
f o r l i m i t e d examinations or other a c t i o n s . 
E v a l u a t i o n o f d e c i s i o n s to expand or not to expand 
l i m i t e d examinations based on r e s u l t s of exami-
n a t i o n s performed. 
As to Corporate A p p l i c a t i o n s : 
Determination of whether i n v e s t i g a t o r y procedures 
and recommendations by r e g i o n a l o f f i c e s were i n 
accordance w i t h e s t a b l i s h e d g u i d e l i n e s . 
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As to c e r t a i n other matters: 
Determination of procedures t h a t are i n e f f e c t 
which provide reasonable assurance that a l l 
examining personnel maintain independence i n 
f a c t and i n appearance. 
E v a l u a t i o n of the p r o f e s s i o n a l development 
program and determination of whether i t s 
implementation provides reasonable assurance 
tha t personnel have the t r a i n i n g and knowl-
edge r e q u i r e d t o enable them t o f u l f i l l 
t h e i r assigned r e s p o n s i b i l i t i e s . 
Determination that examinations, i n v e s t i g a -
t i o n s , and other s u p e r v i s o r y a c t i o n s were 
performed by personnel with the appropriate 
degree of t r a i n i n g , competence, and e x p e r i -
ence r e q u i r e d i n the circumstances. 
E v a l u a t i o n of the r e c r u i t i n g p o l i c y and deter-
mination t h a t i t s implementation provides 
reasonable assurance t h a t personnel h i r e d 
possess the appropriate c h a r a c t e r i s t i c s t o 
enable them t o perform i n a competent manner. 
E v a l u a t i o n of p r a c t i c e s and procedures with 
respect t o scheduling and budgeting of exam-
i n a t i o n s and determination of whether the 
assignment and u t i l i z a t i o n of personnel were 
made i n an e f f e c t i v e and e f f i c i e n t manner. 
E v a l u a t i o n of other personnel p r a c t i c e s , such 
as s u p e r v i s i o n , c o u n s e l i n g , e v a l u a t i o n , and 
promotion and determination of whether they 
are i n conformity w i t h OCC p o l i c i e s , p r a c t i c e s , 
and procedures. 
Reports 
As part of the operations review program, the members of 
the review teams would prepare r e p o r t s summarizing t h e i r f i n d i n g s 
and observations, i n c l u d i n g t h e i r recommendations f o r i n c r e a s i n g the 
e f f i c i e n c y and e f f e c t i v e n e s s of the f u n c t i o n s reviewed. Such 
re p o r t s would be reviewed w i t h the r e s p e c t i v e r e g i o n a l a d m i n i s t r a t o r 
or department o f f i c i a l and submitted, together with the completed 
c h e c k l i s t s , t o the Deputy Comptroller f o r Operations Review. 
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In a d d i t i o n to the matters r e f e r r e d t o above, these r e p o r t s 
should i n c l u d e i n f o r m a t i o n on the f o l l o w i n g matters: 
Unusual s i t u a t i o n s and ima g i n a t i v e techniques 
employed by examining personnel and others 
i n s u c c e s s f u l l y d e a l i n g w i t h s p e c i f i c s i t u a -
t i o n s . 
Evidences of apparent l e a d i n g i n d i c a t o r s that 
could be used i n NBSS to detect p o t e n t i a l 
problem s i t u a t i o n s i n a bank or t r u s t depart-
ment. 
Unusual p o l i c i e s , p r a c t i c e s , and procedures 
f o l l o w e d by n a t i o n a l banks. 
Using the completed c h e c k l i s t s and r e p o r t s prepared by 
members of the operations review teams, the operations review group 
i n Washington would summarize the f i n d i n g s and recommendations and 
prepare the f o l l o w i n g r e p o r t s , copies of which would be forwarded 
to the r e s p e c t i v e r e g i o n a l a d m i n i s t r a t o r or department o f f i c i a l : 
Report to the Comptroller that would i n c l u d e : 
S t a t i s t i c a l i n f o r m a t i o n p e r t a i n i n g to the 
scope of the review and d e f i c i e n c i e s 
noted during the review. 
E v a l u a t i o n of r e g i o n a l o f f i c e or Washington 
o f f i c e department and recommendations f o r 
improving i t s e f f i c i e n c y and e f f e c t i v e n e s s . 
Other matters r e q u i r i n g the a t t e n t i o n of the 
Comptroller. 
Report to NBSS s p e c i a l i s t s t h a t would i n c l u d e 
e v a l u a t i o n of the pre-examination analyses and 
recommendations f o r r e v i s i o n s t h e r e i n . 
Report to examining personnel i n a l l regions and 
others th a t would i n c l u d e : 
Examples of unusual s i t u a t i o n s and imagina-
t i v e techniques employed i n s u c c e s s f u l l y 
d e a l i n g w i t h c e r t a i n s i t u a t i o n s . 
Examples of unusual p r a c t i c e s (both good 
and bad) by banks. 
Other matters. 
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We b e l i e v e t h a t r e g i o n a l a d m i n i s t r a t o r s and department 
o f f i c i a l s should be r e s p o n s i b l e f o r implementing the recommendations 
and c o r r e c t i n g the d e f i c i e n c i e s o u t l i n e d i n any of the aforementioned 
r e p o r t s and a d v i s i n g the Deputy Comptroller f o r Operations Review of 
the a c t i o n taken. The Deputy Comptroller f o r Operations Review 
would evaluate the appropriateness of the c o r r e c t i v e a c t i o n as 
reported and a s c e r t a i n , through the next scheduled review, t h a t 
recommendations had been implemented. 
E-87 
LAW DEPARTMENT AND REGIONAL COUNSEL PROGRAM 
Based on our review of the Washington Law Department and 
r e g i o n a l counsel p o s i t i o n s , we have the f o l l o w i n g recommendations 
concerning the o r g a n i z a t i o n and a d m i n i s t r a t i o n of the Law Department 
and the r e g i o n a l counsel program. 
Organi z a t i o n 
In the preceding s e c t i o n of t h i s r e p o r t we discussed the 
v a r i o u s operating and s e r v i c e u n i t s i n the proposed reorganized 
s t r u c t u r e of the OCC. We b e l i e v e t h a t the l e g a l u n i t should c o n s i s t 
of three f u n c t i o n s : Law Advisory S e r v i c e s , L i t i g a t i o n , and Enforce-
ment and Compliance. Other f u n c t i o n a l a c t i v i t i e s performed by 
d i v i s i o n s of the e x i s t i n g Law Department, as discussed below, should 
be performed elsewhere i n the Washington o f f i c e or combined w i t h one 
of the three f u n c t i o n s enumerated above. 
We b e l i e v e t h a t a c t i v i t i e s of the present S e c u r i t i e s D i s -
c l o s u r e D i v i s i o n of the Law Department p e r t a i n i n g t o the development 
and. implementation of r u l e s and g u i d e l i n e s f o r f i n a n c i a l accounting 
and r e p o r t i n g by n a t i o n a l banks and the monitoring of compliance w i t h 
such r u l e s should be performed w i t h i n the F i n a n c i a l Accounting and 
Reporting u n i t i n the proposed o r g a n i z a t i o n a l s t r u c t u r e . Perhaps 
such a c t i v i t i e s are c u r r e n t l y performed by the Law Department because 
the d i v i s i o n i s headed by an attorney. However, we b e l i e v e the 
prime a c t i v i t y i n v o l v e d i n such matters i s accounting, not law. 
As a r e s u l t of the S e c u r i t i e s Acts Amendments of 1964, most 
United States corporations having 500 or more stockholders and w i t h 
t o t a l assets of $1,000,000 or more are subject t o the F e d e r a l S e c u r i -
t i e s Acts. The 1964 Amendments pla c e d w i t h the Comptroller of the 
Currency r e s p o n s i b i l i t y f o r the a d m i n i s t r a t i o n of the Acts as they 
apply t o n a t i o n a l banks. In response t o t h i s r e s p o n s i b i l i t y , the 
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OCC has i s s u e d r u l e s and r e g u l a t i o n s r e l a t i n g t o r e g i s t r a t i o n under 
the Acts, the f i l i n g of annual r e p o r t s , and proxy s o l i c i t a t i o n s . 
A d m i n i s t r a t i o n and r e g u l a t i o n are c e n t r a l i z e d i n Washington. 
We have no substa n t i v e recommendations f o r changes i n the 
OCC's present S e c u r i t i e s Acts r u l e s and r e g u l a t i o n s and we endorse 
c e n t r a l i z a t i o n of the a c t i v i t i e s i n Washington. In our op i n i o n , 
however, c e r t a i n changes should be made i n the OCC's o r g a n i z a t i o n 
and procedures f o r monitoring compliance w i t h i t s r u l e s and r e g u l a -
t i o n s under the Acts. 
I t i s apparent that the OCC h i s t o r i c a l l y has not attached 
as much importance t o i t s r e s p o n s i b i l i t i e s under the S e c u r i t i e s Acts 
as i t has t o i t s other s t a t u t o r y r e s p o n s i b i l i t i e s . I l l u s t r a t i v e of 
t h i s i s the f a c t t h a t the r e s p o n s i b i l i t y f o r t h i s a c t i v i t y has been 
assigned t o a small group w i t h i n the S e c u r i t i e s D i s c l o s u r e D i v i s i o n 
of the Law Department c o n s i s t i n g , u n t i l r e l a t i v e l y r e c e n t l y , of only 
one lawyer. In r e c o g n i t i o n of the accounting and f i n a n c i a l r e p o r t i n g 
requirements under the Acts, the OCC during the past two years has 
added an accountant and an analyst t o the group. We recommend that 
t h i s a c t i v i t y a l s o be t r a n s f e r r e d t o the F i n a n c i a l Accounting and 
Reporting u n i t i n the proposed o r g a n i z a t i o n w i t h a d d i t i o n a l pro-
f e s s i o n a l personnel t o enable the OCC t o f u l f i l l i t s r e s p o n s i b i l i t i e s 
under the S e c u r i t i e s Acts. 
Present a c t i v i t i e s of the Corporate Regulation D i v i s i o n of 
the Law Department r e l a t i n g t o the review of o f f e r i n g c i r c u l a r s (and 
i n c l u d i n g expanded requirement f o r o f f e r i n g c i r c u l a r s discussed under 
" C a p i t a l Changes" i n the Corporate s e c t i o n of t h i s r e p o r t ) should a l s o 
be t r a n s f e r r e d and performed w i t h i n the Bank Organization and S t r u c -
t u r e u n i t i n the proposed o r g a n i z a t i o n a l s t r u c t u r e . 
Because of almost e x c l u s i v e involvement w i t h mergers, the 
present A n t i t r u s t D i v i s i o n a c t i v i t i e s , w i t h the exception of a c t u a l 
l i t i g a t i o n , should be performed w i t h i n the Bank Organization and 
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S t r u c t u r e u n i t i n the proposed o r g a n i z a t i o n a l s t r u c t u r e . This 
d i v i s i o n operates independently of the Law Department at the present 
time. 
The current L e g i s l a t i v e Counsel D i v i s i o n w i t h i n the Law 
Department should be combined w i t h e i t h e r the Congressional A f f a i r s 
f u n c t i o n of the Comptroller's S t a f f or the Law Advisory S e r v i c e s 
f u n c t i o n w i t h i n the l e g a l u n i t i n the proposed o r g a n i z a t i o n a l 
s t r u c t u r e . 
The a c t i v i t i e s of the present a s s o c i a t e c h i e f counsel con-
cerned w i t h investment s e c u r i t i e s of n a t i o n a l banks should a l s o be 
combined w i t h the Law Advisory S e r v i c e s f u n c t i o n w i t h i n the l e g a l 
u n i t i n the proposed o r g a n i z a t i o n a l s t r u c t u r e . 
A c t i v i t i e s p r e s e n t l y performed by the Bank Operations 
D i v i s i o n of the Law Department should be performed by the Law Advisory 
S e r v i c e s f u n c t i o n w i t h i n the L e g a l u n i t of the proposed o r g a n i z a t i o n a l 
s t r u c t u r e . In a d d i t i o n , t h i s f u n c t i o n should develop s p e c i a l i s t s i n 
each major area of banking law and r e g u l a t i o n ( i . e . , r e a l e s t a t e 
loans, t r u s t - i n - l e n d i n g , e t c . ) . 
The L i t i g a t i o n f u n c t i o n should i n c l u d e r e s p o n s i b i l i t y f o r 
a l l l i t i g i o u s a c t i o n s , i n c l u d i n g a n t i t r u s t matters, i n v o l v i n g the OCC. 
In a d d i t i o n t o present a c t i v i t i e s , the Enforcement and Com-
p l i a n c e f u n c t i o n should prepare or p a r t i c i p a t e i n the development of 
an enforcement manual f o r the use of Regional A d m i n i s t r a t o r s , r e g i o n a l 
counsel, and examiners. The manual should i n c l u d e i n f o r m a t i o n cover-
i n g documents and types of evidence necessary t o develop an adminis-
t r a t i v e case. 
Regional Counsel Program 
We b e l i e v e t h a t a l l regions should have r e g i o n a l counsel. 
In a d d i t i o n t o obvious b e n e f i t s r e s u l t i n g from the immediate access 
t o a l e g a l a d v i s o r , the presence of r e g i o n a l counsel should add t o 
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the e f f e c t i v e n e s s of the r e g i o n a l a d m i n i s t r a t o r and the r e g i o n a l 
o f f i c e . While the r e g i o n a l counsel must a d m i n i s t r a t i v e l y r e p o r t 
t o the r e g i o n a l a d m i n i s t r a t o r , the Washington L e g a l u n i t should pro-
v i d e d i r e c t i o n i n t e c h n i c a l matters. 
Duties of the r e g i o n a l counsel should i n c l u d e : 
P r o v i d i n g advice t o the r e g i o n a l a d m i n i s t r a t o r , 
examiners, and other r e g i o n a l personnel. 
P a r t i c i p a t i n g i n r e g i o n a l t r a i n i n g programs. 
Reviewing a l l examination r e p o r t s concerning 
suspected v i o l a t i o n s of law. 
Reviewing complete examination r e p o r t s of 
problem banks. 
Sup e r v i s i n g r e g i o n a l processing of consumer 
complaints t o a s a t i s f a c t o r y conclusion. 
P r o v i d i n g r e g i o n a l l i a i s o n w i t h bankers and 
bank attorneys f o r l e g a l matters. 
Reviewing corporate a p p l i c a t i o n s of banks f o r 
matters concerning compliance w i t h Federal 
or s t a t e law and r e g u l a t i o n s . 
Reviewing other l e g a l matters concerning banks, 
i n c l u d i n g proposed amendments t o by-laws and 
a r t i c l e s of a s s o c i a t i o n , p r o x i e s , o f f e r i n g 
c i r c u l a r s , e t c . 
P r o v i d i n g r e g i o n a l l i a i s o n w i t h the Washington 
L e g a l u n i t . 
We b e l i e v e t h a t , p r i o r t o assignment as r e g i o n a l counsel, 
an attorney would b e n e f i t from a p e r i o d of experience i n the Wash-
ington L e g a l u n i t , p r e f e r a b l y i n the Law Advisory Services f u n c t i o n . 
A d d i t i o n a l l y , the OCC should consider the d e s i r a b i l i t y of a s s i g n i n g 
an attorney t o a p e r i o d of i n t e r n s h i p i n a r e g i o n w i t h r e g i o n a l 
counsel p r i o r t o h i s assignment as r e g i o n a l counsel. We b e l i e v e a 
s i x or eight week p e r i o d of i n t e r n s h i p would be a s i g n i f i c a n t bene-
f i t t o a candidate f o r a p o s i t i o n as r e g i o n a l counsel. 
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Other Recommendations 
The L e g a l u n i t should have an a d m i n i s t r a t i v e 
a s s i s t a n t t o handle a d m i n i s t r a t i v e matters not 
r e q u i r i n g the e x p e r t i s e of an attorney. 
A l l f u n c t i o n s of the L e g a l u n i t should i n s t i t u t e 
an e f f e c t i v e system of c o n t r o l l i n g and r e p o r t i n g 
work flow (questions or problems submitted from 
others i n the OCC as w e l l as from persons outside 
the OCC). Such r e p o r t i n g system should allow 
s u p e r v i s o r s t o monitor the t i m e l i n e s s of 
performance. 
We have been informed that s e c r e t a r i a l s e r v i c e s a v a i l -
able t o the Law Department are p r e s e n t l y inadequate 
and r e s u l t i n i n e f f i c i e n t u t i l i z a t i o n of attorneys' 
time. We suggest that the experience requirement, 
and perhaps the number, of l e g a l s e c r e t a r i e s be 
i n c r e a s e d t o optimize the p r o d u c t i v i t y of attorneys. 
Due t o the r e l a t i v e l y recent growth of the Law Depart-
ment, the Department i s s t a f f e d w i t h many new and 
inexperienced attorneys w i t h an inadequate number of 
q u a l i f i e d s u p ervisors a v a i l a b l e t o provide the neces-
sary l e a d e r s h i p and t r a i n i n g . We suggest that the 
Department consider mure experienced a p p l i c a n t s i f 
and when a d d i t i o n a l attorneys are needed. 
Based upon our i n t e r v i e w w i t h many attorneys i n the 
Law Department, we b e l i e v e i n t e r n a l communications 
and morale would improve i f p e r i o d i c s t a f f meetings, 
i n v o l v i n g the Chief Counsel and a l l s u p e r v i s o r s , 
were conducted at l e a s t monthly. A d d i t i o n a l l y , a l l 
s u p e r v i s o r s should h o l d s t a f f meetings w i t h t h e i r 
subordinates on a s i m i l a r t i m e t a b l e . 
Time l i m i t s f o r a p p l i c a n t s and p r o t e s t a n t s at hearings 
vary among the r e g i o n s ; some regions l i m i t t o t a l 
time f o r the hearing t o three hours w h i l e i n other 
regions hearings may l a s t two days or more. We 
b e l i e v e t h a t , t o promote e f f i c i e n c y and a f f o r d equal 
treatment throughout a l l r e g i o n s , uniform procedures, 
i n c l u d i n g g u i d e l i n e s f o r usual time requirements, 
should be adopted by the OCC. Procedures should 
allow the r e g i o n t o extend the time l i m i t , p r i m a r i l y 
f o r the b e n e f i t of the OCC, when unusual i s s u e s 
e x i s t . Such determination should be the p r e r o g a t i v e 
of the r e g i o n a l a d m i n i s t r a t o r . 
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Based upon our i n t e r v i e w s w i t h r e g i o n a l a d m i n i s t r a t o r s 
and r e g i o n a l counsel and our attendance at hearings, 
we b e l i e v e t h a t the presence of the r e g i o n a l admin-
i s t r a t o r i s not necessary at most hearings. Because 
an OCC attorney i s u s u a l l y present and a t r a n s c r i p t 
i s made of the hearing, we b e l i e v e that hearings 
c o u l d be conducted by e i t h e r the r e g i o n a l counsel 
or a deputy r e g i o n a l a d m i n i s t r a t o r . 
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DEPARTMENT OF BANKING AND ECONOMIC RESEARCH 
Based on our review of current a c t i v i t i e s performed by the 
Department of Banking and Economic Research, we have the f o l l o w i n g 
recommendations concerning the f u n c t i o n s and. a d m i n i s t r a t i o n of t h i s 
Department. 
A s u b s t a n t i a l part of the Department's resources i s devoted 
to developing and maintaining the numerous sources of data f o r the 
OCC. Such sources i n c l u d e the r e p o r t s of c o n d i t i o n , r e p o r t s o f 
income, l i q u i d i t y r e p o r t , m a t u r i t y schedule o f assets and l i a b i l i -
t i e s , past due l o a n r e p o r t s , t r u s t department annual r e p o r t s , common 
t r u s t fund annual r e p o r t s , and other s t a t i s t i c a l i n f o r m a t i o n . The 
Department coordinates these a c t i v i t i e s w i t h the other bank r e g u l a -
t o r y agencies, bank trade o r g a n i z a t i o n s , and the banking i n d u s t r y . 
Once such data sources are developed, the Department p a r t i c i p a t e s i n 
the c o l l e c t i o n , review, and summarization of such i n f o r m a t i o n f o r 
v a r i o u s users w i t h i n the OCC. 
Our recommendations f o r t h i s Department focus on the need 
to improve and. expand the data base i n a t i m e l y manner t o meet the 
demands of e f f e c t i v e and e f f i c i e n t r e g u l a t i o n o f banks. 
In the s e c t i o n o f t h i s r e p o r t d e a l i n g w i t h i n f o r m a t i o n pro-
cessing we have proposed t h a t the OCC e s t a b l i s h a computer-based 
"Regulatory Information System". Such a system would perform a 
la r g e part of the pro c e s s i n g f u n c t i o n s c u r r e n t l y performed by t h i s 
Department. A c c o r d i n g l y , the Department of Banking and Economic 
Research, as a primary user of the Regulatory Information System, 
should concentrate i t s resources more h e a v i l y on the a n a l y s i s of 
data. 
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We have suggested i n the preceding s e c t i o n of t h i s r e p o r t 
t h a t : 
The r e s p o n s i b i l i t i e s of the OCC i n the formula-
t i o n of p u b l i c p o l i c y a f f e c t i n g s t r u c t u r e and 
performance of the banking system argue f o r a 
p e r s p e c t i v e t h a t looks beyond the next few 
years. 
The OCC has a broad commitment t o research on 
the f u t u r e d i r e c t i o n of the f i n a n c i a l system. 
The r e s p o n s i b i l i t i e s of the OCC c l e a r l y imply 
needs f o r research and study of many aspects 
of the banking i n d u s t r y and i t s r e g u l a t i o n s . 
In keeping w i t h the above o b j e c t i v e s and the proposed strengthening of 
f u n c t i o n a l r e s p o n s i b i l i t y toward research a c t i v i t i e s over a wider 
range of t o p i c s , we b e l i e v e that the Department should broaden and 
strengthen i t s a n a l y t i c a l and research c a p a b i l i t i e s . As a r e f l e c -
t i o n of t h i s change, we have adopted "Research and A n a l y s i s " i n our 
proposed o r g a n i z a t i o n s t r u c t u r e as a more d e s c r i p t i v e f u n c t i o n a l 
t i t l e f o r the u n i t . 
The needs f o r economic and bank data should be a n t i c i p a t e d 
and promulgated throughout the OCC v i a the OCC planning process as a 
means of keeping pace w i t h the changing economic and banking environ-
ments i n the decades ahead. 
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ASSESSMENT OF FEES FROM NATIONAL BANKS 
The United States Code a u t h o r i z e s the Comptroller of the 
Currency t o assess n a t i o n a l banks f o r the expense of OCC examina-
t i o n s . At the present time, the OCC charges banks f o r examinations 
as f o l l o w s : 
Semiannual assessments r e l a t i n g t o the general 
bank examinations r e q u i r e d twice i n each 
calendar year. 
Other assessments r e l a t i n g t o t r u s t examinations, 
s p e c i a l examinations and i n v e s t i g a t i o n s , and 
f i l i n g of c e r t a i n a p p l i c a t i o n s . 
Semiannual Assessments 
As provided i n the Code o f Federal R e g u l a t i o n s , the semi-
annual assessment c o n s i s t s of a b a s i c assessment of $200 plu s 4-1/2 
cents f o r each $1,000 of t o t a l assets of the bank and $50 f o r each 
branch. The assessment i s made as of the dates of the second and 
f o u r t h domestic r e p o r t s of c o n d i t i o n ( " c a l l r e p o r t s " ) o f each year 
and i s based p r i m a r i l y on the t o t a l assets shown i n such r e p o r t s . 
Other Assessments 
As provided i n the Code of Fe d e r a l Regulations the assess-
ments f o r t r u s t department examinations, s p e c i a l examinations and 
i n v e s t i g a t i o n s , and examination of a f f i l i a t e s are based on the a c t u a l 
time r e q u i r e d on the par t of examining personnel at s p e c i f i e d per 
diem r a t e s . The assessments f o r f i l i n g a p p l i c a t i o n s f o r new bank 
c h a r t e r s , mergers and branches are based on f i x e d fees of $2,500, 
$3,000 and $500, r e s p e c t i v e l y . 
We b e l i e v e t h a t the present p r a c t i c e o f as s e s s i n g n a t i o n a l 
banks based on t h e i r t o t a l domestic assets i s not e n t i r e l y e q u i t a b l e 
since a s i g n i f i c a n t p o r t i o n o f a bank's t o t a l a ssets could be those 
of i t s f o r e i g n branches. A l s o , the time r e q u i r e d f o r a general bank 
examination i s a f f e c t e d by f a c t o r s other than s i z e o f a bank, such as: 
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Soundness. 
. Adequacy of the system of i n t e r n a l c o n t r o l , i n c l u d i n g 
the program of i n t e r n a l a u d i t . 
Q u a l i t y of management. 
. A v a i l a b i l i t y of i n f o r m a t i o n , i n c l u d i n g w e l l -
documented c r e d i t f i l e i n f o r m a t i o n . 
I n our view, the fee assessment f o r an examination should 
be r e l a t e d more c l o s e l y t o the cost of performing the examination. 
In t h i s connection, we b e l i e v e the assessment by the OCC should 
c o n s i s t of a minimum charge based on c o n s o l i d a t e d domestic and 
f o r e i g n assets of a bank, p l u s a surcharge based on the a c t u a l time 
r e q u i r e d by examining and other personnel t o perform an examination 
at s p e c i f i e d h o u r l y r a t e s and a c t u a l out-of-pocket expenses. 
A c c o r d i n g l y , we suggest that the OCC consider proposing amendments to 
the appropriate s t a t u t e s t h a t would give i t the a u t h o r i t y t o assess 
banks i n t h i s manner. 
We b e l i e v e adoption of the above assessment method would 
provide the f o l l o w i n g p r i n c i p a l b e n e f i t s to the OCC: 
. Adequate reimbursement f o r expenses i n connection 
w i t h examinations of banks and s u b s i d i a r i e s and 
a f f i l i a t e s of banks. 
Assurances that banks are being assessed an e q u i t a b l e 
share of the expenses of the OCC. 
A d d i t i o n a l i n c e n t i v e s f o r developing and m a i n t a i n i n g 
an e f f i c i e n t and knowledgeable examination s t a f f , 
since bank management could be expected to c r i t i -
c i z e any incompetent or i n e f f i c i e n t examining 
personnel. 
I n c e n t i v e s f o r bank management to provide the 
necessary i n f o r m a t i o n on a t i m e l y b a s i s and t o 
take c o r r e c t i v e a c t i o n w i t h respect to previous 
recommendations contained i n r e p o r t s of examina-
t i o n so as t o reduce the amount of time r e q u i r e d 
t o perform the general examination or t o preclude 
the n e c e s s i t y f o r s p e c i a l examinations or 
v i s i t a t i o n s . 
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The h o u r l y r a t e s charged f o r general bank examinations 
should be e s t a b l i s h e d and those c u r r e n t l y charged f o r other examina-
t i o n s and i n v e s t i g a t i o n s should be r e v i s e d t o enable the OCC t o 
recover expenses. Under a s e r v i c e charge s t r u c t u r e , the h o u r l y 
r a t e s charged f o r i n d i v i d u a l examiners would vary based on t h e i r 
r e s p e c t i v e s a l a r y l e v e l and would not n e c e s s a r i l y be dependent on 
the f u n c t i o n performed by an examiner d u r i n g a s p e c i f i c examination. 
I n a d d i t i o n , the h o u r l y r a t e s should be reviewed an n u a l l y and r e v i s e d 
when necessary t o r e f l e c t changes i n the l e v e l o f other revenues and 
expenses of the OCC. 
With respect t o the assessments f o r f i l i n g a p p l i c a t i o n s , 
we b e l i e v e the OCC should continue t o charge f i x e d f e e s . We recom-
mend, however, t h a t the amount of the fees be reviewed and, i f appro-
p r i a t e , r e v i s e d t o enable the OCC to recover s u b s t a n t i a l l y a l l d i r e c t 
expenses i n c u r r e d i n connection w i t h p r o c e s s i n g the a p p l i c a t i o n s . 
I n our view, the f i x e d fees should be l a r g e enough to discourage 
f r i v o l o u s a p p l i c a t i o n s but at the same time not be p u n i t i v e to the 
se r i o u s q u a l i f i e d a p p l i c a n t . 
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APPENDICES 
H A S K I N S & S E L L S 
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C E R T I F I E D P U B L I C A C C O U N T A N T S 
E X E C U T I V E O F F I C E 
1114 A V E N U E O F T H E A M E R I C A S 
N E W Y O R K , N E W Y O R K 1 0 0 3 6 
May 28, 1975 
The Honorable James E. Smith, 
Comptroller o f the Currency, 
The A d m i n i s t r a t o r of N a t i o n a l Banks, 
Washington, D. C. 20219. 
Dear Mr. Smith: 
In connection with our study o f the O f f i c e of the Comp-
t r o l l e r of the Currency (the "OCC"), we s o l i c i t e d the views of the 
n a t i o n a l banks on s e v e r a l matters t h a t we considered s i g n i f i c a n t 
t o our study. To date we have r e c e i v e d and processed r e p l i e s 
from approximately 2,650 banks t o the N a t i o n a l Bank Questionnaire 
which was mailed i n October 1974 t o a l l n a t i o n a l banks. 
The q u e s t i o n n a i r e was prepared i n cooperation with our 
consultants i n t h i s study, C a r t e r H. Golembe A s s o c i a t e s , Inc. and 
Dr. Jack M. Guttentag, and was designed t o e l i c i t the views of the 
s e n i o r management i n the banks on the f o l l o w i n g matters: 
1. R e g u l a t i o n g e n e r a l l y and the r e g u l a t o r y a c t i v i t i e s 
o f the OCC s p e c i f i c a l l y ; and 
2. Problems f a c i n g the banking i n d u s t r y i n the foresee-
able f u t u r e . 
We b e l i e v e t h a t the r e p l i e s we have r e c e i v e d t o t h i s ques-
t i o n n a i r e may be o f i n t e r e s t to you, as they have been to us, and 
that they may be of h e l p to you i n f o r m u l a t i n g your plans f o r the 
f u t u r e conduct of the OCC. 
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As i n d i c a t e d above, we have r e c e i v e d and processed r e p l i e s 
from approximately 2,650 banks, r e p r e s e n t i n g 57% of the banks to 
which the que s t i o n n a i r e was sent. We have a l s o r e c e i v e d a p p r o x i -
mately 300 other r e p l i e s but, since the q u e s t i o n n a i r e was not com-
p l e t e d or was completed i n c o r r e c t l y , we were unable t o process these 
r e p l i e s . We do not b e l i e v e , however, t h a t these a d d i t i o n a l r e p l i e s 
would a f f e c t the v a l i d i t y o f the s t a t i s t i c s shown on the f o l l o w i n g 
pages of t h i s r e p o r t . Since the que s t i o n n a i r e was so designed as to 
avoid any i d e n t i f i c a t i o n o f the s p e c i f i c bank responding ( i n order to 
encourage candid comment) we cannot i d e n t i f y those banks which f a i l e d 
to respond or responded i n c o r r e c t l y , and t h e r e f o r e we cannot send 
second resquests to them. 
We have analyzed the responses r e c e i v e d by s i z e of bank and 
by r e g i o n and, to the extent considered a p p r o p r i a t e , we have i n c l u d e d 
those data i n t h i s r e p o r t . 
GENERAL INFORMATION 
To date we have r e c e i v e d and processed r e p l i e s from banks 
f a l l i n g w i t h i n the f o l l o w i n g c a t e g o r i e s : 
Approximate 
T o t a l Assets Number R e p l i e s Received 
As of June 30, 1974 of Banks Number* Percent 
. 1,250 581 46% 
Between $10 m i l l i o n and 
. 1,650 912 55 
Between $25 m i l l i o n and 
$100 m i l l i o n . 1,300 841 65 
Between $100 m i l l i o n and 
$500 m i l l i o n 35 0 228 65 
Between $500 m i l l i o n and 
$1 b i l l i o n 60 40 67 
55 44 80 
T o t a l . 4,665 2,646 57% 
*Throughout the re p o r t t h i s number w i l l vary since not a l l banks 
answered a l l questions. 
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On Schedules 1 and 2 o f t h i s r e p o r t we have analyzed these 
responses by number o f shareholders and by region. I t appears t h a t 
the responses c o n s t i t u t e a r e p r e s e n t a t i v e c r o s s - s e c t i o n o f the 
n a t i o n a l banks. 
VIEWS ON REGULATORY AGENCIES GENERALLY 
The views o f the banking i n d u s t r y were s o l i c i t e d on the 
present d e l e g a t i o n o f r e g u l a t o r y a u t h o r i t y t o t h r e e f e d e r a l agencies: 
the Board o f Governors o f the F e d e r a l Reserve System, the F e d e r a l 
Deposit Insurance C o r p o r a t i o n (the "FDIC"), and the OCC. The question 
was asked i n two d i f f e r e n t ways: (1) d i d the banks view the present 
d i v i s i o n o f a u t h o r i t y as c r e a t i n g s e r i o u s or minor c o n f l i c t s and ( 2 ) 
d i d the banks favor the present d i s t r i b u t i o n o f a u t h o r i t y ? 
The f i r s t question i n t h i s area read as f o l l o w s : 
"A n a t i o n a l bank i s a member of the F e d e r a l Reserve System, 
i s i n s u r e d by FDIC, and i s supervised and examined by the 
O f f i c e of the Comptroller of the Currency. Does your 
bank consider t h a t the a u t h o r i t y vested i n these three 
f e d e r a l agencies may r e s u l t i n : 
a. Serious c o n f l i c t s i n s u p e r v i s o r y and r e g u l a t o r y 
matters 
b. Minor c o n f l i c t s i n s u p e r v i s o r y and r e g u l a t o r y 
matters 
c. No c o n f l i c t s i n v o l v i n g s u p e r v i s o r y and r e g u l a t o r y 
matters" 
A t a b u l a t i o n of the responses, c l a s s i f i e d by s i z e of bank*, 
i s summarized below: 
(See f o l l o w i n g page) 
*Throughout t h i s r e p o r t , unless otherwise i n d i c a t e d , banks w i t h 
assets of l e s s than $100 m i l l i o n have been c l a s s i f i e d as "smaller 
banks", w i t h assets of $100 t o $500 m i l l i o n as "medium-size banks", 




Smaller S i z e Larger 
Banks Banks Banks T o t a l 
Number of banks: 
Minor c o n f l i c t s 672 110 54 836 
No c o n f l i c t s 618 33 7 658 
Serious c o n f l i c t s . . 106 26_ 19 151 
T o t a l opinions 
expressed 1,396 169 80 1,645 
No opinion 
expressed 938 59 4 1,001 
T o t a l 2,334 228 84 2,646 
Percent: 
Minor c o n f l i c t s 29% 48% 64% 31% 
No c o n f l i c t s 26 14 8 25 
Serious c o n f l i c t s . . 5 12 23 6_ 
T o t a l opinions 
expressed 60 74 9 5 62 
No opinion 
expressed. ....... 40 26 5 38 
T o t a l 100% 100% 100% 100% 
The f a c t t h a t approximately 40% of the smaller banks d i d 
not respond t o t h i s question may be e x p l a i n e d by the f a c t t h a t these 
banks probably have l i t t l e or no d i r e c t contact w i t h r e p r e s e n t a t i v e s 
of the other r e g u l a t o r y a u t h o r i t i e s . 
I t i s a l s o i n t e r e s t i n g to note tha t the l a r g e r the bank, 
the more apt i t i s to conclude th a t s e r i o u s c o n f l i c t s do e x i s t among 
the r e g u l a t o r y agencies. Only 8% of the sm a l l e r banks which expressed 
an o p i n i o n f e e l s e r i o u s c o n f l i c t s do e x i s t , whereas 15% of the medium-
s i z e banks and 24% of the l a r g e r banks have that impression. This 
r e a c t i o n probably occurs f o r the c o r o l l a r y of the reason mentioned 
above ( i . e . , the l a r g e r the bank, the more contacts i t has w i t h d i f f e r -
ent r e g u l a t o r y agencies). 
The second question on t h i s subject of general r e g u l a t o r y 
a u t h o r i t y was: 
"Are you In favor of r e t a i n i n g the present d i s t r i b u t i o n of 




The responses t o t h i s question were as f o l l o w s : 
Medium-
Smaller Size Larger 
Banks Banks Banks T o t a l 
Number of banks: 
Ret a i n present 
d i s t r i b u t i o n 709 78 31 818 
Change t o some 
other method 260 61 32 353 
T o t a l opinions 
expressed 969 139 63 1,171 
No opinion 
expressed 387 25 12 424 
No response 978 64 9 1,051 
T o t a l 2,334 228 84 2,646 
Percent: 
R e t a i n present 
d i s t r i b u t i o n . 30% 34% 37% 31% 
Change t o some 
other method 11 27 313 13 
T o t a l opinions 
expressed. 41 61 7 5 44 
No opinion 
expressed 17 11 14 16 
No response 42 28 11 40 
T o t a l 100% 100% 100% 100% 
I t i s d i f f i c u l t t o reach any f i r m c o n c l u s i o n on the b a s i s 
of the responses to t h i s question. While i t c o u l d be expected that 
the smaller banks, w i t h very l i m i t e d contact w i t h other r e g u l a t o r y 
agencies, might not have f i r m views on the matter, i t I s hard t o 
understand why 39% of the medium-size banks and 25% of the l a r g e r 
banks were u n w i l l i n g t o express an opini o n on the subject. 
On the b a s i s of r e p l i e s r e c e i v e d , 70% of the banks express-
i n g an opini o n i n d i c a t e d they were i n f a v o r of r e t a i n i n g the present 
system. An a n a l y s i s of the responses, however, i n d i c a t e d that 73% 
of the smaller banks were i n f a v o r , but only 56% of the medium-size 
banks and 49% of the l a r g e r banks h e l d t h a t view. 
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I t should be noted that w h i l e the banks g e n e r a l l y f e l t t h a t 
the present system produced l i t t l e or no s e r i o u s c o n f l i c t s i n super-
v i s o r y or r e g u l a t o r y matters, a s u b s t a n t i a l l y l e s s e r number of banks 
f e l t there should be no change i n the d i s t r i b u t i o n of a u t h o r i t y as 
shown by the f o l l o w i n g t a b u l a t i o n : 
Medium-
Smaller S i z e Larger 
Banks Banks Banks T o t a l 
Banks who f e l t t hat 
no se r i o u s c o n f l i c t 
e x i s t s : 
Number 1,290 143 61 1,494 
Percent 92% 85% 76% 91% 
Banks who f e l t t h a t 
present d i s t r i b u -
t i o n of a u t h o r i t y 
should be r e t a i n e d : 
Number 709 78 31 818 
Percent 73% 56% 49% 70% 
VIEWS ON THE OCC 
In order t o determine the r e a c t i o n of the banking i n d u s t r y 
t o the r e g u l a t o r y a c t i v i t i e s of the OCC, a s e r i e s of questions were 
asked i n t h i s area. E s s e n t i a l l y the questions concerned the 
f o l l o w i n g matters: 
1. Reasonableness of banking r e g u l a t i o n s g e n e r a l l y i n 
terms of both i n t e r p r e t a t i o n and enforcement, 
2. Fa i r n e s s of branch a p p l i c a t i o n hearings, 
3. Reasonableness of c h a r t e r a p p l i c a t i o n proceedings, 
4. Responsiveness of the OCC t o the needs of a bank, and 




The que s t i o n r e l a t i n g t o the i n t e r p r e t a t i o n and enforcement 
of banking r e g u l a t i o n s was s t a t e d as f o l l o w s : 
"Banking r e g u l a t i o n s , and t h e i r i n t e r p r e t a t i o n and enforcement 
by the O f f i c e o f the Comptroller o f the Currency, may be 
des c r i b e d as f o l l o w s : 
Too r e s t r i c t i v e or s t r i n g e n t 
Too permissive or l a x 
About r i g h t 
No o p i n i o n 
As to the i n t e r p r e t a t i o n of the r e g u l a t i o n s , the responses 
were as f o l l o w s : 
Medium-
Smaller S i z e Larger 
Banks Banks Banks T o t a l 
Number of banks: 
. 1,617 177 59 1,853 
Too r e s t r i c t i v e 283 16 8 307 
115 17 6 138 
T o t a l opinions 
. 2,015 210 73 2,298 
No o p i n i o n 
expressed 319 18 11 348 
T o t a l . 2,334 228 84 2,646 
Percent: 
69% 78% 70% 70% 
Too r e s t r i c t i v e 12 7 10 12 
5 7 7 5 
T o t a l opinions 
86 92 87 87 
No o p i n i o n 
14 8 13 13 
T o t a l . 100% 100% 100% 100% 
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The responses would i n d i c a t e t h a t more than 80% of the 
hanks expressing an o p i n i o n f e l t t h a t the banking r e g u l a t i o n s were 
being i n t e r p r e t e d on a reasonable b a s i s ; there was no marked d i f f e r -
ence i n the views of the banks when analyzed by s i z e . 
The matter of the enforcement of the banking r e g u l a t i o n s , 
however, produced s l i g h t l y d i f f e r e n t r e s u l t s . Response to t h i s 
q u e s t i o n was as f o l l o w s : 
Medium-
Smaller S i z e Larger 
Banks Banks Banks T o t a l 
Number of banks: 
. 1,652 164 56 1,872 
192 34 13 239 
Too r e s t r i c t i v e . . . , 134 7 6 147 
T o t a l opinions 
. 1,978 205 75 2,258 
No o p i n i o n 
356 23 9 388 
T o t a l . 2,334 228 84 2,646 
Percent: 
71% 72% 67% 71% 
Too permissive 8 15 15 9 
Too r e s t r i c t i v e . . . . 6 3 7 5 
T o t a l opinions 
85 90 89 85 
No o p i n i o n 
15 10 11 15 
T o t a l . 100% 100% 100% 100% 
While i n excess of 80% of the banks th a t expressed an 
o p i n i o n f e l t t h a t both the i n t e r p r e t a t i o n and the enforcement of the 
r e g u l a t i o n s were about r i g h t , the other banks showed a marked d i f f e r -
ence of view. Whereas approximately 13% of the banks f e l t the 
i n t e r p r e t a t i o n of e x i s t i n g r e g u l a t i o n s was too r e s t r i c t i v e , o nly 6% 
f e l t the enforcement was too s t r i c t . E s s e n t i a l l y the same apparent 
d i s p a r i t y e x i s t e d as to those banks who f e l t i n t e r p r e t a t i o n s and 
enforcement were too permissive (6% as to i n t e r p r e t a t i o n vs. 11% as 





Smaller S i z e Larger 
Banks Banks Banks T o t a l 
Too r e s t r i c t i v e : 
,.. 14% 8% 11% 13% 
7 3 8 6 
Too permissive: 
6 8 8 6 
, . . 10 17 17 11 
The r e a c t i o n of the banks t o the i n t e r p r e t a t i o n and enforce-
ment of the r e g u l a t i o n s d i d not show any s i g n i f i c a n t v a r i a t i o n among 
regi o n s . 
RESPONSIVENESS OF THE OCC 
In order t o measure the r e a c t i o n s of the banks to the per-
formance of the OCC g e n e r a l l y the f o l l o w i n g question was i n c l u d e d : 
" I n d i c a t e the responsiveness of the i n d i v i d u a l s w i t h whom 
you have had contact or communication: 
Very Not Very 
Responsive Adequate Responsive 
N a t i o n a l bank examiners 
S t a f f of Regional 
A d m i n i s t r a t o r 
Regional A d m i n i s t r a t o r 
Deputy Comptroller of the 
Currency 
Other s t a f f of the Wash-
ington o f f i c e 
Comptroller of the 
Currency 
Omitting from the t a b u l a t i o n those banks which, by t h e i r 
own admission, r a r e l y had contact w i t h the persons named i n the ques-
t i o n , the r e s u l t s were as f o l l o w s : 




168 58% 111 39% 8 3% 287 
271 63 134 32 22 5 427 
173 57 111 37 17 6 301 
989 77 281 22 18 1 1,288 
1,226 60 745 37 54 3 2,025 
991 72 364 26 29 2 1,384 
As can be seen from the foregoing t a b u l a t i o n a l l of the 
personnel of the OCC appear t o be viewed as being responsive to the 
requirements of the banks to an acceptable degree. Three percent of 
the r e p l i e s i n d i c a t e d the OCC was not responsive, w i t h the Regional 
A d m i n i s t r a t o r s s c o r i n g best (about 1%) and the Washington o f f i c e s t a f f 
and Deputy Comptrollers s c o r i n g worst (about 6%). 
The percentages c i t e d above w i t h regard to the responsive-
ness of OCC personnel do not vary a p p r e c i a b l y by r e g i o n or by s i z e 
of bank. 
While i t was to be expected that a l a r g e percentage of the 
banks would i n d i c a t e that they had reasonably frequent contact w i t h 
the examiners ( i n t h i s case about 80%), i t was i n t e r e s t i n g to note 
that 47% of the banks r e p o r t e d that they had contact w i t h the 
Regional A d m i n i s t r a t o r at l e a s t a n n u a l l y and about 16% met w i t h a 
Deputy Comptroller at l e a s t that often. As might be expected the 
l a r g e r the bank the more apt the bank was to r e p o r t meetings w i t h 
the Regional A d m i n i s t r a t o r and Deputy Comptroller. 
An a n a l y s i s of the frequency of contact w i t h the Regional 



















S t a f f 
Regions: 
Regional 
A d m i n i s t r a t o r s . . . 
Examiners 
S t a f f 
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Number of Banks 
Reporting At Least 
Annual Contact With 
Percent of 
T o t a l Banks 
Regional 
Adminis-
t r a t o r s 
Deputy 
Comp-
t r o l l e r s 
R egional 
Adminis-
t r a t o r s 
Deputy 
Comp-
t r o l l e r s 
186 65 32% 11% 
352 104 39 11 
457 125 54 15 
174 73 76 32 
75 51 89 61 
1,244 418 47% 16% 
The percentages c i t e d above w i t h regard t o the frequency of 
the contact do not vary a p p r e c i a b l y by reg i o n . 
BRANCH APPLICATIONS 
One area i n which the OCC i s r e q u i r e d t o f u n c t i o n as an 
a c t i v e r e g u l a t o r deals w i t h branch a p p l i c a t i o n s . A s e r i e s of ques-
t i o n s were asked of the banks as t o t h e i r r e a c t i o n s t o the r o l e of the 
OCC i n the branch a p p l i c a t i o n process. In order t o l i m i t the responses 
t o current experiences, the banks were asked t o r e l a t e t h e i r r e a c t i o n s 
t o branch a p p l i c a t i o n s procedures i n e f f e c t since January 1, 1970. 
During the p e r i o d covered approximately 750 banks r e p l y i n g 
t o the questionnaire i n d i c a t e d t h a t they had f i l e d branch a p p l i c a -
t i o n s , and approximately 310 banks responding were i n v o l v e d i n hear-
ings held by the OCC on t h e i r a p p l i c a t i o n s . 
One of the questions asked r e l a t e d t o the amount of time 
r e q u i r e d t o process a branch a p p l i c a t i o n which had been f i l e d by the 
bank si n c e January 1, 1970. The question asked and the responses 
r e c e i v e d were as f o l l o w s : 
"Was the amount of time r e q u i r e d f o r the a p p l i c a t i o n t o be 
processed by the O f f i c e of the Comptroller of the Currency:" 
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T o t a l Assets 
Smaller banks: 
Less than $10 m i l l i o n . . . 
Between $10 m i l l i o n and 
$25 m i l l i o n . 
Between $25 m i l l i o n and 
$100 m i l l i o n 
Medium-size banks 
Larger banks 
T o t a l .. 
APPENDIX I 
Number Percent 
R e a l i s t i c 571 76% 
Excessive 13.1 17 
No o p i n i o n 50 7_ 
T o t a l 7 52 100% 
The views h e l d by the banks as shown above do not vary 
a p p r e c i a b l y when analyzed by s i z e of bank or by r e g i o n , except that 
15 banks w i t h assets of l e s s than $10 m i l l i o n ( r e p r e s e n t i n g 25% of 
the a p p l i c a n t s i n t h a t group) f e l t the time r e q u i r e d was excessive. 
A second question r e l a t i n g t o the branch a p p l i c a t i o n process 
was asked as f o l l o w s : 
"Was the O f f i c e of the Comptroller of the Currency h e l p f u l 
t o the bank i n the a p p l i c a t i o n process?" 
Number Percent 
Yes 468 64% 
No 31 4 
No help was requested or r e q u i r e d . . . . 233 32 
T o t a l . . . 732 100% 
The responses t o t h i s question i n d i c a t e d that o n e - t h i r d of 
the a p p l i c a n t s d i d not request any help from the OCC. While one 
might expect that the l a r g e r banks, because of the s i z e of t h e i r 
s t a f f s and t h e i r p r i o r experience, would not need or request h e l p , 
one might a l s o expect th a t the s m a l l e r banks would seek t h i s a s s i s -





A s s i s t a n c e 
Percent of 
T o t a l Banks 
F i l i n g 
A p p l i c a t i o n s T o t a l Assets 
Smaller banks: 
Less than $10 m i l l i o n 
Between $10 m i l l i o n and $25 m i l l i o n . 
Between $25 m i l l i o n and $100 m i l l i o n 
Medium-size banks 
Larger banks 












There would appear t o be some v a r i a t i o n s w i t h i n the regions 
on the amount of a s s i s t a n c e requested as shown by the f o l l o w i n g 
t a b u l a t i o n : 
APPENDIX I 
Number of Percent of 
Banks Not T o t a l Banks 
Requesting F i l i n g 
Region 
A s s i s t a n c e 















T o t a l 
241 
32% 
One of the other questions concerning branch a p p l i c a t i o n s , 
which r e l a t e s t o the a s s i s t a n c e requested from the OCC, d e a l t w i t h 
the extent t o which the a p p l i c a n t s used outside c o n s u l t a n t s . This 
question, and the responses, were as f o l l o w s : 
"To a s s i s t i n the branch a p p l i c a t i o n process, d i d the 
bank use:" 
Number Percent 
P r i m a r i l y in-house personnel 600 78% 
P r i m a r i l y outside c o n s u l t a n t s . . . . 30 4 
Combination of the above 135 18 
Total.... 765 100% 
The responses i n d i c a t e d t h a t 22% of the s m a l l e r and medium-
s i z e banks u t i l i z e d the s e r v i c e s of an outside consultant i n the prep-
a r a t i o n of the branch a p p l i c a t i o n s and that 12% of the l a r g e r banks 
employed such help. 
An a n a l y s i s of the r e p l i e s r e c e i v e d from banks who f e l t the 
time r e q u i r e d to process a branch a p p l i c a t i o n was excessive i n d i c a t e d 
that 73% of these banks d i d not use o u t s i d e c o n s u l t a n t s , and 36% 
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D a l l a s 
Denver 




P h i l a d e l p h i a . . 
P o r t l a n d 
Richmond 
San F r a n c i s c o 
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d i d not request a s s i s t a n c e from the OCC. The c l a s s i f i c a t i o n of these 
responses by s i z e of bank i n d i c a t e d the f o l l o w i n g : 
Smaller 
Banks 
Did not use o u t s i d e con-
s u l t a n t s 
Did not request a s s i s t -
ance from the OCC 33 
Medium-








The banks were a l s o asked to express t h e i r views on hearings 
where the branch a p p l i c a t i o n was subject t o p r o t e s t . In response t o 
t h i s question 328 banks i n d i c a t e d they were i n v o l v e d i n such hearings 
as a p p l i c a n t s and 165 as p r o t e s t a n t s . On t h i s matter 93% of the banks 
who were a p p l i c a n t s f e l t the hearing process was f a i r and e q u i t a b l e 
and 68% of the banks who were p r o t e s t a n t s shared that view. There 
were no marked v a r i a t i o n s i n the responses of the a p p l i c a n t s when 
analyzed by s i z e of bank. The responses of the p r o t e s t a n t s , however, 
showed some marked v a r i a t i o n s when analyzed by r e g i o n , as shown below: 
Region 




D a l l a s 
Denver 
Kansas C i t y . . . . 
Memphis 
Minneapolis. . . . 
New York 
P h i l a d e l p h i a . . . 
P o r t l a n d 
Richmond 
San F r a n c i s c o . . 
T o t a l 
Number of 
















P r o t e s t a n t s Who 
F e l t That Hearing 

















In e v a l u a t i n g the s i g n i f i c a n c e of the fore g o i n g r e s u l t s , i t 
should be recognized that there may be some b i a s i n the responses, 
since the banks responding as a p p l i c a n t s were l a r g e l y banks which 
had r e c e i v e d branch approvals, and would be apt t o take a t o l e r a n t 
view of the OCC. On the other hand the views of banks who had par-
t i c i p a t e d i n the r o l e of p r o t e s t a n t s were apt to be a f f e c t e d by t h e i r 
success or f a i l u r e as a p r o t e s t a n t . U n f o r t u n a t e l y , the r e p l i e s t o 
the q u e s t i o n n a i r e cannot be analyzed on the b a s i s of the a c t i o n 
taken by the OCC on a l l branch a p p l i c a t i o n s f i l e d . 
CHARTER APPLICATIONS 
One of the most s i g n i f i c a n t r e s p o n s i b i l i t i e s assigned to the 
OCC i s the g r a n t i n g of ch a r t e r s t o n a t i o n a l banks. The banks were 
asked s e v e r a l questions concerning t h e i r r e a c t i o n s t o the c h a r t e r i n g 
process, one of which was: 
"Were there any major obstacles i n the a p p l i c a t i o n process?" 
Of the 180 banks organized since January 1, 1970 respond-
in g to t h i s question, 63% f e l t there were no s e r i o u s o b s t a c l e s , 21% 
f e l t there were, and 16% expressed no op i n i o n . 
Since the banks which responded t o t h i s question, and the 
r e l a t e d questions on c h a r t e r i n g , were obv i o u s l y s u c c e s s f u l i n o b t a i n -
in g t h e i r c h a r t e r s , there i s a strong b i a s i n f a v o r of the OCC. 
Unfortunately i t i s not p o s s i b l e t o s o l i c i t the views of the a p p l i c a n t s 
f o r n a t i o n a l c h a r t e r s which had been denied, as i t i s q u i t e probable 
tha t t h e i r opinions on the responsiveness of the OCC would d i f f e r from 
those of the s u c c e s s f u l a p p l i c a n t s . 
A second question r e l a t e d t o the c h a r t e r i n g process asked: 
"Was the O f f i c e of the Comptroller of the Currency h e l p f u l 
t o the bank i n the a p p l i c a t i o n process?" 
In response 80% f e l t the OCC was h e l p f u l , 10% re p o r t e d no 
help was requested, and 8% s a i d the OCC was not h e l p f u l . The remain-
i n g 2% expressed no opini o n . 
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The t h i r d q u estion i n t h i s area asked: 
"Was the amount of time r e q u i r e d f o r the a p p l i c a t i o n to be 
processed by the O f f i c e of the Comptroller of the Currency: 
R e a l i s t i c 
Excessive 
About Right 
S i x t y percent of the banks responding considered the time to be 
r e a l i s t i c , 31% excessive and 9% had no o p i n i o n . The number of 
responding banks granted c h a r t e r s s i n c e January 1, 1970, and. t h e i r 
views are shown below by r e g i o n : 
No 
Number of Time Was Time Was Opinions 
Banks R e a l i s t i c Excessive Expressed 
29 17 9 3 
9 5 4 -19 11 5 3 
5 4 1 -22 10 10 2 
7 4 3 -
9 6 2 1 
9 7 1 1 
15 9 5 1 
15 10 2 3 
1 1 - -
5 4 1 -
27 15 11 1 
8 6 2 -
180 109 56 15 
The f a c t t h a t more than one t h i r d of the banks which 
expressed an o p i n i o n on t h i s subject were negative i n t h e i r views i s 
of some s i g n i f i c a n c e . This d i s s a t i s f a c t i o n w i t h the time r e q u i r e d 
f o r an a p p l i c a t i o n to be processed has s t r e s s e d the need f o r a 
complete review of the procedures f o l l o w e d by the OCC, and i n our 
rep o r t we have recommended a number of changes which should be 
adopted. They i n c l u d e a r e v i s i o n of the a p p l i c a t i o n form i t s e l f , 
m o d i f i c a t i o n s i n the i n f o r m a t i o n r e q u i r e d , s i m p l i f i c a t i o n of the 
v e r i f i c a t i o n procedures t o which the a p p l i c a t i o n data i s sub j e c t , and 
gre a t e r d e l e g a t i o n of the approval process. 
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D a l l a s 
Denver 




P h i l a d e l p h i a . 
Portland. 
Richmond 
San F r a n c i s c o 
T o t a l . 
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The banks a l s o were asked t o comment on i n i t i a l c a p i t a l 
requirements. The qu e s t i o n which was asked, and the response 
r e c e i v e d , was as f o l l o w s : 
Number Percent 
"Do you f e e l that the i n i t i a l c a p i t a l 
requirement was": 
R e a l i s t i c 135 77% 
Excessive 15 9 
I n s u f f i c i e n t 18 10 
Bank not i n o p e r a t i o n long enough to 
have formed an o p i n i o n 7 4_ 
T o t a l 175 100% 
ROLE OF THE EXAMINER 
The OCC examiner i s apt t o have more frequent and c l o s e r 
contact w i t h the n a t i o n a l banks than any other member of the OCC. 
Approximately 80% of the r e p o r t i n g banks s t a t e d they met w i t h the 
examiner at l e a s t annually, and 2% i n d i c a t e d they met w i t h him about 
once a month. 
The r e a c t i o n of the banks t o the r o l e played by the examiner 
i s t h e r e f o r e extremely important t o the OCC sin c e t o many banks the 
examiner i s the only r e p r e s e n t a t i v e of the OCC w i t h whom the bank 
meets on a r e g u l a r b a s i s . As i n d i c a t e d i n an e a r l i e r s e c t i o n , 
v i r t u a l l y a l l banks which maintained reasonably c l o s e contact w i t h 
the examiner reported that the examiner's response t o t h e i r needs 
was at l e a s t adequate. 
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A c l o s e r a n a l y s i s of the responses t o t h i s q uestion i n d i -
cates the f o l l o w i n g : 
Percent of Responding Banks Reporting 
Regular Contact With Examiner 
No Regular and Considering Him, t o Be  
T o t a l Contact With Very Adequately Not Very 
Assets Examiner Responsive Responsive Responsive 
Smaller banks: 
Under $10 m i l l i o n . . . 26% 62% 36% 2% 
Between $10 m i l l i o n 
and $25 m i l l i o n . 21 59 38 3 
Between $25 m i l l i o n 
and $100 m i l l i o n . . 19 63 35 2 
Medium-size banks 12 58 38 4 
Larger banks _3 54 43 3_ 
T o t a l 20% 61% 36% 3% 
I t appears that over 20% of the sm a l l e r banks, which i n the 
main probably r e q u i r e more h e l p and guidance than the average bank, 
f e e l that they do not have a c l o s e "working r e l a t i o n s h i p w i t h the 
examiner, and t h a t , o f those s m a l l e r banks which d e a l w i t h the examiner 
at l e a s t annually, more than a t h i r d f e e l he i s o n l y adequately respon-
s i v e t o t h e i r needs. 
This same a n a l y s i s by r e g i o n i n d i c a t e s some f a i r l y wide 
f l u c t u a t i o n s i n the banks' r e a c t i o n s t o the a s s i s t a n c e f u r n i s h e d by 
the examiner as shown below: 
Percent of Responding Banks Reporting 
Regular Contact With Examiner 
No Regular and. Considering Him to Be 
Contact With Very Adequately Not Very 
Examiner Responsive Responsive Responsive 
21% 62% 34% 4% 
19 51 42 7 
23 61 36 3 
20 62 36 2 
22 58 40 2 
16 59 39 2 
21 72 27 1 
15 60 39 1 
20 50 45 5 
20 53 45 2 
28 70 29 1 
9 38 57 5 
18 67 32 1 
9 65 32 3 
20% 61% 37% 2% 
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D a l l a s 
Denver 




P h i l a d e l p h i a . 
P o r t l a n d 
Richmond 
San F r a n c i s c o 
T o t a l 
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While i t should he recognized t h a t any e v a l u a t i o n of the 
a s s i s t a n c e f u r n i s h e d by an examiner must be based on s u b j e c t i v e 
c r i t e r i a , i t i s s i g n i f i c a n t t h a t i n the P o r t l a n d r e g i o n , f o r example, 
only 38% of the bankers f e l t the examiner was responsive t o t h e i r 
needs as compared t o the n a t i o n a l average of 61%. This i m p l i e d 
c r i t i c i s m i s even more p o i n t e d when i t i s recognized that over 91% 
of the banks i n t h a t r e g i o n r e p o r t r e g u l a r contact w i t h the examiner 
compared t o the n a t i o n a l average o f 80%. In the Boston r e g i o n , and 
to a s l i g h t l y l e s s e r extent Minneapolis and P o r t l a n d , more than 5% 
of the bankers reported t h a t the examiner was not even adequately 
responsive t o t h e i r needs. 
Prom a p u b l i c r e l a t i o n s point of view, the r e a l t e s t of the 
examiner's r o l e i s how w e l l the banking community t h i n k s he i s per-
forming the f u n c t i o n which they b e l i e v e he should perform. In t h i s 
connection the banks were f i r s t requested t o i d e n t i f y what they con-
s i d e r e d t o be the s i g n i f i c a n t o b j e c t i v e s of the bank examination. 
The responses r e c e i v e d i n d i c a t e d t h a t the banks considered the 
major o b j e c t i v e s of bank examination to be the f o l l o w i n g : 
Medium-
Smaller S i z e Larger 
Banks Banks Banks 
76% 78% 81% 
68 60 65 
59 62 61 
53 19 30 
48 58 56 
45 41 51 
45 43 39 
32 43 48 
41 49 49 
5 27 29 35 
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E v a l u a t i o n o f asset q u a l i t y 
P r o t e c t i o n of the s a f e t y o f d e p o s i t o r s ' 
funds 
E v a l u a t i o n of management 
E v a l u a t i o n of c a p i t a l adequacy 
E v a l u a t i o n of i n t e r n a l c o n t r o l , i n c l u d i n g 
i n t e r n a l audit 
Check on adherence t o acceptable accounting 
p r a c t i c e s 
Assurance that competitive pressures are 
not l e a d i n g t o unsound banking p r a c t i c e s . 
Determination of e x i s t e n c e of c o n f l i c t s of 
i n t e r e s t s 
E v a l u a t i o n o f l i q u i d i t y 
Determination of e x i s t e n c e of s e l f - d e a l i n g s 
APPENDIX I 
A review of the responses i n d i c a t e d that there was some 
v a r i a t i o n i n the emphasis the hankers attached t o the examiner's 
o b j e c t i v e s based upon the s i z e o f the bank. As might be expected, 
the m a j o r i t y of the banks i n a l l c a t e g o r i e s f e l t t h a t the e v a l u a t i o n 
of asset q u a l i t y and management were ve r y important s i n c e these two 
examination f u n c t i o n s are d i r e c t l y r e l a t e d to the p r o t e c t i o n of 
d e p o s i t o r s ' funds. The e v a l u a t i o n of c a p i t a l adequacy was regarded 
as very important t o the s m a l l e r banks, but considered t o be of 
l e s s e r importance t o the medium and l a r g e r banks. On the other hand, 
the l a r g e banks f e l t t h a t the e v a l u a t i o n of i n t e r n a l c o n t r o l procedures 
and adherence t o acceptable accounting p r i n c i p l e s was of more impor-
tance than d i d the s m a l l e r banks. In our recommendations r e l a t i n g 
to the r e v i s i o n of the Handbook on Examination Procedures we i n t e n d 
to recognize the need to vary examination techniques depending t o 
some extent on the s i z e of the bank being examined. 
I t i s a l s o i n t e r e s t i n g t o note the areas which the bankers 
d i d not consider important. The vast m a j o r i t y of the banks f e l t 
that any e v a l u a t i o n by the examiner of the bank's performance i n 
terms of community s e r v i c e was of l i t t l e importance, and the l a r g e r 
the bank the more pronounced t h i s view, as shown below: 
Medium-
Smaller S i z e Larger 
Banks Banks Banks 
E v a l u a t i o n of q u a l i t y of s e r v i c e s rendered 
to community 52% 73% 80% 
Determination o f f a i r n e s s of p r i c i n g 
p o l i c i e s 71 9 2 87 
As the banks i n c r e a s e d i n s i z e , t h e i r dependence on the exami-
ner to detect f r a u d and d e f a l c a t i o n decreased. While 65% of the 
banks f e l t t h i s o b j e c t i v e has some s i g n i f i c a n c e , only 47% of the 
medium-sized banks, and 31% of the l a r g e banks shared th a t view. 
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The banks were asked t o evaluate the performance of the 
examiner on a number of v e r i f i c a t i o n areas. R e s t r i c t i n g the evalua-
t i o n to those areas of the examination procedures which the banks 
agreed t o be the major o b j e c t i v e s , the general r e a c t i o n s of the banks 








The performance of the examiner was: 
E x c e l l e n t 
S a t i s f a c t o r y 
U n s a t i s f a c t o r y 
T o t a l opinions expressed.. 
No o p i n i o n expressed 
T o t a l 
23% 15% 13% 
60 55 57 
__4 4 9_ 
87 74 79 
13 26 21 
100% 100% 100% 
An a n a l y s i s of these responses i n d i c a t e s that there are 




i n g 
Performance of Examiner 
Regarded as 
E x c e l l e n t 
S a t i s -
f a c t o r y 
U n s a t i s -








D a l l a s 
Denver 




P h i l a d e l p h i a . 
P o r t l a n d 
Richmond 
San F r a n c i s c o 
T o t a l . . . 
203 18% 61% 5% 16% 
111 26 56 5 13 
333 22 58 4 16 
235 23 56 5 16 
368 22 56 3 19 
95 22 68 4 6 
313 23 58 2 17 
122 21 62 3 14 
268 22 63 4 11 
131 20 65 2 13 
151 23 61 4 12 
47 17 62 3 18 
225 26 60 2 12 
44 31 59 5 5 
2,646 22% 59% 4% 15% 
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The banks were requested t o evaluate the examiners' r e p o r t s 
on t h e i r examinations. The question asked, and the responses 
r e c e i v e d were as f o l l o w s : 
"Are the examination r e p o r t s h e l p f u l t o the bank's manage-
ment and d i r e c t o r s i n the management of the bank's 
a f f a i r s ? " 
Medium-
Smaller S i z e Larger 
Banks Banks Banks T o t a l 
Commercial Department: 
Yes 91% 75% 71% 89% 
No 6 7 11 7 
No o p i n i o n 3 18 18_ 4 
T o t a l 100% 100% 100% 100% 
Trust Department: 
Yes 84% 87% 78% 84% 
No 8 9 15 9 
No o p i n i o n 8 4 7 7 
T o t a l 100% 100% 100% 100% 
As might be expected, the l a r g e r the bank the l e s s r e l i a n c e 
was placed on the r e p o r t of the examiner i n managing the bank, and 
conversely the smaller the bank the more r e l i a n c e was placed on the 
views expressed by the examiner i n h i s r e p o r t . This r e a c t i o n i s 
a l s o shown by the responses t o another question which asked: 
(See f o l l o w i n g page) 
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"Management's o v e r a l l r e a c t i o n s to the examiner's comments 
contained i n the l a t e s t examination r e p o r t s can best be 
d e s c r i b e d as:" 
Medium-
Smaller S i z e 
Banks Banks 
Commercial Department: 
Comments were g e n e r a l l y p r e c i s e , 
t i m e l y , and c o n s t r u c t i v e 61% 
Comments were g e n e r a l l y h e l p f u l , 
but c e r t a i n c r i t i c i s m s were 
not warranted 25 
Comments g e n e r a l l y showed a l a c k 
of understanding of f a c t u a l 
s i t u a t i o n s 4 
Comments g e n e r a l l y showed a l a c k 
of understanding of our opera-
t i o n s and o b j e c t i v e s 2 
No r e a c t i o n to comments 8 
T o t a l 100% 
Trust Department: 
Comments were g e n e r a l l y p r e c i s e , 
t i m e l y , and c o n s t r u c t i v e 67% 
Comments were g e n e r a l l y h e l p f u l , 
but c e r t a i n c r i t i c i s m s were 
not warranted 12 
Comments g e n e r a l l y showed a l a c k 
of understanding of f a c t u a l 
s i t u a t i o n s 2 
Comments g e n e r a l l y showed a l a c k 
of understanding of our opera-
t i o n s and o b j e c t i v e s 2 
No r e a c t i o n t o comments 17 





























100% 100% 100% 
There were no marked v a r i a t i o n s among the r e g i o n s . 
PROBLEMS FACING THE BANKING INDUSTRY 
The questionnaire was prepared i n an attempt to determine, 
i n p a r t , the views of the banks as t o the nature of t h e i r problems 
as they viewed them. This i n f o r m a t i o n was s o l i c i t e d i n order t o f i n d 
areas i n which banks might be proceeding t o solve the problems and the 









The r e p l i e s r e c e i v e d i n d i c a t e d that approximately 50% of 
the banks operated i n a s i n g l e l o c a t i o n w i t h no detached f a c i l i t i e s 
or branches, as shown by the f o l l o w i n g : 
U n i t bank w i t h : 
No detached f a c i l i t i e s 
One to three detached f a c i l i t i e s . . 
More than three detached 
f a c i l i t i e s 
T o t a l u n i t banks 
Branch system w i t h : 
One to f i v e o f f i c e s , i n c l u d i n g 
home o f f i c e 
S i x t o t e n o f f i c e s , i n c l u d i n g home 
o f f i c e 
More than ten o f f i c e s , i n c l u d i n g 
home o f f i c e 
T o t a l branch banks 
T o t a l 
Medium-
Smaller S i z e Larger 
Banks Banks Banks T o t a l 
56% 19% 6% 52% 
22 21 11 21 
1 1 - 1 
79 41 17 74 
16 4 4 14 
4 13 4 5 
I 42 75 7 
21 59 83 26 
100% 100% 100% 100% 
The banks reported t h a t t h e i r branch f a c i l i t i e s were 
l o c a t e d i n the f o l l o w i n g areas: 
A l l branch o f f i c e s are i n c i t y or town i n which home 
o f f i c e i s l o c a t e d 29% 
One or more branch o f f i c e s are o u t s i d e home o f f i c e 
c i t y or town, but a l l are w i t h i n county i n which 
home o f f i c e i s l o c a t e d 49 
One or more branch o f f i c e s are out s i d e home o f f i c e 
county, but a l l are In counties adjacent t o home 
o f f i c e county 15 
One or more branch o f f i c e s are i n counties i n 
a d d i t i o n t o home o f f i c e county and/or adjacent 
counties . 7 
T o t a l 100% 
The banks were asked f o r t h e i r views concerning the most 
s u i t a b l e branching s t r u c t u r e f o r the banking i n d u s t r y . The 
response, c l a s s i f i e d by the form of bank s t r u c t u r e under which 
they p r e s e n t l y operate, was as f o l l o w s : 
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L i m i t e d area branching: 
Without multI-bank h o l d i n g 
companies 
With multi-bank h o l d i n g companies 
T o t a l 
U n i t banking: 
Without multi-bank h o l d i n g 
companies 
With multi-bank h o l d i n g companies 
T o t a l 
State-wide branching 
State-wide branching w i t h home 
o f f i c e p r o t e c t i o n 
State-wide branching by merger 
only 
T o t a l 
....Present S t r u c t u r e .... 
...Unit Banks .... 
With No With 
Detached Detached 
27% 33% 35% 31% 
15 25 21 19 
42 58 56 50 
34 15 2 21 
10 9 3 8 
44 24 5 29 
8 .9 26 13 
4 7 9 6 
2 2 4 2 
100% 100% 100% 100% 
The banks were a l s o asked to express t h e i r views on the 
general question of i n t e r s t a t e banking. The response, c l a s s i f i e d by 
present s t r u c t u r e , was as f o l l o w s : 
....Present S t r u c t u r e .... 
...Unit Banks .... 
With No With 
Detached Detached 
Should be allowed: 
I n t e r s t a t e branching 
Multi-bank h o l d i n g companies 
R e c i p r o c a l b a s i s 
M e t r o p o l i t a n areas o n l y 
T o t a l 
Should not be allowed 
No o p i n i o n expressed. 
T o t a l 
3% 4% 7% 4% 
6 10 10 8 
2 3 8 4 
11 9 9 10 
22 26 34 26 
66 65 61 64 
12 9 5 10 
100% 100% 100% 100% 
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F a c i l -
i t i e s 
F a c i l -
i t i e s ; 
Branch 
Banks T o t a l 
F a c i l -
i t i e s 
F a c i l -
i t i e s . 
Branch 
Banks T o t a l 
APPENDIX I 
The r e a c t i o n of the banking i n d u s t r y shows v a r i a t i o n when 
the responses are analyzed by s i z e o f bank as shown below. 
Medium-
Smaller S i z e Larger 
Should be allowed: 
I n t e r s t a t e branching 
Multi-bank h o l d i n g companies.... 
R e c i p r o c a l b a s i s 
M e t r o p o l i t a n areas only 
T o t a l 
Should not be allowed 
No o p i n i o n expressed 
T o t a l 
The banks were asked to comment on the competitive s i t u a -
t i o n compared w i t h c o n d i t i o n s t h a t e x i s t e d f i v e years ago. The 
banks responded as f o l l o w s : 
Banks Banks Banks 
3% 6% 19% 
6 14 24 
3 6 14 
10 9 9 
22 35 66 
67 59 30 
11 6 4 
100% 100% 100% 
Smaller 
Medium-
S i z e Larger 
Banks Banks Banks T o t a l 
S i g n i f i c a n t l y g r e a t e r . . 39% 65% 60% 42% 
28 24 29 27 
33 10 11 30 
_ 1 - 1 
T o t a l . 100% 100% 100% 100% 
The banks were then asked to i d e n t i f y the source of the 
increased competition they were e x p e r i e n c i n g . In response the 
banks i n d i c a t e d they r a t e d t h e i r competitive f o r c e s from the f o l -
lowing areas: 




Smaller S i z e Larger 
Banks Banks Banks 
Aggressive competition from: 
Other banks 
Other f i n a n c i a l i n s t i t u t i o n s 
Other sources 
Moderate competition from: 
Other banks 
Other f i n a n c i a l i n s t i t u t i o n s 
Other sources 
L i m i t e d competition from: 
Other banks 
Other f i n a n c i a l i n s t i t u t i o n s 
Other sources 
The banks were a l s o asked t o i n d i c a t e the e f f e c t of t h i s 
i ncreased competition on the bank. The question asked, and the 
responses r e c e i v e d , were as f o l l o w s : 
" I n d i c a t e the items which you b e l i e v e are a p p l i c a b l e to the 
bank at the present time." 
53% 89% 86% 
51 75 73 
22 33 34 
44 11 14 
41 24 23 
46 51 52 
3 — — 
8 1 4 
32 16 14 
Medium-
Smaller S i z e Larger 
Banks Banks Banks 
29% 34% 26% 
27 34 30 
21 20 23 
6 5 8 
17 7 13 
100% 100% 100% 
OTHER PROBLEMS 
The banks were asked t o i d e n t i f y the s e r i o u s problems which 
they b e l i e v e d were a p p l i c a b l e t o t h e i r bank. Their responses as 
they r e l a t e d to the major areas which they considered most se r i o u s 
were as f o l l o w s : 
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Competition has slowed our growth r a t e 
Competition has made i t more d i f f i c u l t t o 
increase net income 
Competition has caused us t o be more aggres-
s i v e i n our l e n d i n g 
Competition has caused us t o make loans th a t 
may i n v o l v e more r i s k exposure than has 
normally been acceptable 
None of the above 




S i z e Larger 
Banks Banks Banks T o t a l 
21% 19% 13% 21% 
20 20 13 20 
6 13 10 7 
6 9 6 6 
7 4 3 6 
6 2 4 6 
5 6 9 5 
5 5 4 5 
5 4 12 5 
3 2 4 3 
16 16 22 16 
100% 100% 100% 100% 
F i n a l l y the banks were asked which bank s e r v i c e s were 
expected to be i n i t i a l l y o f f e r e d by the bank w i t h i n the next f i v e 
years. The responses r e c e i v e d i n d i c a t e d that banks g e n e r a l l y 
intended to enter the f o l l o w i n g areas: 
(See f o l l o w i n g page) 
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Decreasing spread between i n t e r e s t 
r a t e s earned and p a i d 
Competition from non-bank f i n a n c i a l 
i n s t i t u t i o n s 
D e c l i n e i n p r o f i t margins 
High turnover r a t e f o r n o n - o f f i c e r 
employees 
Lack of successor management. 
Fi n d i n g q u a l i f i e d d i r e c t o r s 
Increased dependency on short-term 
money market funds 
C a p i t a l adequacy 
Loans which may i n v o l v e a more than 
normal r i s k 
Adequate l i q u i d i t y 
Other 
APPENDIX I 
Common t r u s t 
funds 
Personal 
t r u s t 
Leasing 




t r u s t 
EDP s e r v i c e 
bureau.... 
T r a v e l 
agency.... 






a d v i s o r . . . 
Mortgage 
banking... 
355 17% 23 36% 6 43% 384 18% 
367 23 3 17 1 12 371 23 
273 13 53 34 13 38 339 14 
262 12 38 25 9 28 309 13 
290 16 8 24 2 29 300 16 
211 10 24 24 9 26 244 11 
183 8 27 13 10 14 220 9 
200 9 13 15 1 10 214 10 
196 9 16 18 2 18 214 10 
163 8 27 12 9 12 199 8 
157 8 28 24 10 28 195 10 
156 9 31 24 6 23 193 10 
Should you d e s i r e a d d i t i o n a l i n f o r m a t i o n or should you 
conclude you would wish f u r t h e r a n a l y s i s of N a t i o n a l Bank Question-
n a i r e data, we should be pleased t o d i s c u s s the matter w i t h you. 
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NATIONAL RANK SURVEILLANCE SYSTEM (NBSS) 
APPENDIX RELATING TO THE DETECTION OP BANK AND TRUST 
DEPARTMENTS SUBJECT TO PRIORITY REVIEWS 
Page 
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In d i c a t o r s 12 
Other P o t e n t i a l Key I n d i c a t o r s f o r Subsequent 
A n a l y s i s 15 
Other Information Requirements 17 
APPENDIX I I 
SELECTION AND IMPLEMENTATION OF KEY INDICATORS 
In i d e n t i f y i n g c h a r a c t e r i s t i c s which should a l e r t the OCC t o 
unusual or changing circumstances t h a t might i n d i c a t e the existence of 
p o t e n t i a l problems, we have provided f o r the i n c l u s i o n of f i n a n c i a l 
and n o n f i n a n c i a l i n f o r m a t i o n i n the NBSS data base. In a d d i t i o n , the 
system provides f o r the use of f l u c t u a t i n g standards r a t h e r than r i g i d 
bench marks. 
An i n t e g r a l element of our approach i n developing NBSS i s 
the c r e a t i o n of an i n f o r m a t i o n base c o n t a i n i n g u n d e r l y i n g key i n d i -
c a t o r data f o r each bank subject t o OCC s u p e r v i s i o n and r e g u l a t i o n . 
This data base w i l l i n c l u d e the d e t a i l necessary f o r the computa-
t i o n s r e q u i r e d by the system. For each c h a r a c t e r i s t i c t o be tracked 
by NBSS, i t w i l l be necessary t o develop mathematical formulas which 
d i s t i n g u i s h between acceptable and unacceptable measurements f o r 
i n d i v i d u a l banks, peer groups, and the n a t i o n a l banking system. I n 
a d d i t i o n , the c a l c u l a t i o n s inherent i n these formulas must i n d i c a t e 
the s e v e r i t y of observed anomalies i n key i n d i c a t o r values. 
A number of c u r v e - f i t t i n g techniques w i l l be a p p l i e d t o 
NBSS data t o derive the r e q u i r e d formulas. I n a d d i t i o n , t e s t s f o r 
v a r i o u s s t a t i s t i c a l a b n o r m a l i t i e s that could e x i s t i n the v a r i o u s 
i n d i c a t o r and peer group populations w i l l be a p p l i e d . 
A wide v a r i e t y and l a r g e volume of bank data w i l l be con-
t a i n e d i n the i n f o r m a t i o n base, and the data w i l l be used t o s a t i s f y 
a wide v a r i e t y of i n f o r m a t i o n requirements. During the d e t a i l design 
phase of systems development, a data base management system should be 
s e l e c t e d t o reduce the amount of computer programming re q u i r e d t o 
e s t a b l i s h , maintain, and access the l a r g e bank data base. 
The e f f e c t i v e n e s s of any key i n d i c a t o r i s l a r g e l y dependent 
on the c o m p a r a b i l i t y of data submitted by banks. In connection w i t h 
c e r t a i n key i n d i c a t o r s , the OCC should consider s p e c i f y i n g the account-
i n g p r a c t i c e s t o be used by banks f o r the r e p o r t i n g of u n d e r l y i n g data. 
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DISCUSSION OP CERTAIN PRIMARY KEY INDICATORS 
I n f o l l o w i n g paragraphs of t h i s appendix, the primary key 
i n d i c a t o r s are described and, i n a d d i t i o n , examples of the o b j e c t i v e s 
of c e r t a i n i n d i c a t o r s , the r a t i o n a l e f o r t h e i r s e l e c t i o n , t h e i r method 
of c a l c u l a t i o n , and other r e l a t e d data are presented. 
Nonincome-Producing Loans 
Objectives of I n d i c a t o r 
The p r i n c i p a l o b j e c t i v e s of t h i s i n d i c a t o r are t o detect 
banks e x p e r i e n c i n g : 
S i g n i f i c a n t , abrupt p e r i o d - t o - p e r i o d increases i n 
nonincome-producing loans. 
A c c e l e r a t i n g adverse trends i n nonincome-producing 
loans. 
R e l a t i v e l y h i g h l e v e l s of nonincome-producing 
loans as compared w i t h the peer group. 
C o r o l l a r y i n c r e a s e s , t r e n d s , and l e v e l s i n loan 
i n t e r e s t earned or accrued, but not c o l l e c t e d . 
Rationale for Selection of Indicator 
Reviews of l i t e r a t u r e prepared by bank a n a l y s t s and responses 
t o the N a t i o n a l Bank Questionnaire i n d i c a t e t h a t there i s a need f o r 
o b j e c t i v e measurements of the q u a l i t y of l o a n p o r t f o l i o s . This i n d i -
cator would, i n p a r t , serve t h a t purpose. S i g n i f i c a n t , abrupt 
inc r e a s e s i n , or r e l a t i v e i n c r e a s e s i n the l e v e l o f , nonincome-
producing loans (or i n loan i n t e r e s t earned or accrued but not c o l l e c t e d ) 
g e n e r a l l y are i n d i c a t i v e of increased r i s k . 
I f s i g n i f i c a n t i n c reases i n nonincome-producing loans occur, 
the NBSS s p e c i a l i s t s should i n i t i a t e i n v e s t i g a t i v e a c t i o n t o determine 
the causes thereof and t h e i r p o t e n t i a l e f f e c t on bank soundness. 
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C a l c u l a t i o n Method 
This key i n d i c a t o r i s c a l c u l a t e d by d i v i d i n g the sum of out-
standing nonincome-producing loans and loans on which i n t e r e s t i s accrued 
but not c o l l e c t e d by average loa n s , e x c l u s i v e of discount loans, outstand-
i n g during the period. 
R e l a t e d Data 
The i n f o r m a t i o n base a l s o w i l l c o n t a i n , where a p p l i c a b l e , 
supplemental i n f o r m a t i o n r e l a t i n g t o nonincome-producing loans 
gathered through the: 
Reporting mechanism f o r the occurrence of m a t e r i a l 
events. 
On-site examinations. 
A n a l y s i s by the NBSS s p e c i a l i s t s should enable them t o 
i d e n t i f y banks e x h i b i t i n g p o t e n t i a l l y h i g h - r i s k performance char a c t e r -
i s t i c s . This a n a l y s i s a l s o w i l l a s s i s t the s p e c i a l i s t s i n de c i d i n g 
on the recommended scopes of l i m i t e d examinations. 
Borrowed Funds 
Objectives of I n d i c a t o r 
The p r i n c i p a l o b j e c t i v e s of t h i s i n d i c a t o r are t o detect 
banks ex p e r i e n c i n g : 
S i g n i f i c a n t , abrupt p e r i o d - t o - p e r i o d increases i n 
borrowed funds. 
S i g n i f i c a n t l y i n c r e a s i n g trends i n the l e v e l s of 
borrowed funds. 
Abnormally h i g h l e v e l s of borrowed funds as com-
pared w i t h the peer group. 
The term "borrowed funds", i n t h i s context, i s defined as: 
Time and savings deposits of i n d i v i d u a l s , partner-
s h i p s , and corpo r a t i o n s i n excess of $100 
thousand. 
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Deposits of other commercial banks. 
Deposits of f o r e i g n governments, c e n t r a l banks, 
and other i n t e r n a t i o n a l i n s t i t u t i o n s . 
Deposits of s t a t e s and p o l i t i c a l s u b d i v i s i o n s . 
F e d e r a l funds purchased. 
S e c u r i t i e s and loans s o l d under agreements t o 
repurchase. 
Borrowings from F e d e r a l Reserve Banks. 
Other short-term l i a b i l i t i e s f o r borrowed money. 
Ra t i o n a l e f o r S e l e c t i o n of I n d i c a t o r 
I n recent years, through l i a b i l i t y management p r a c t i c e s , 
banks have leveraged t h e i r e q u i t y p o s i t i o n s as a means of i n c r e a s i n g 
r e t u r n on investment. Responses t o the N a t i o n a l Bank Questionnaire 
i n d i c a t e t h a t s e n i o r bank management c u r r e n t l y views i n c r e a s i n g l e v e l s 
of short-term money market funds t o be a s i g n i f i c a n t , adverse i n d u s t r y 
c h a r a c t e r i s t i c . Industry a n a l y s t s g e n e r a l l y p r e d i c t t h a t the tre n d 
toward h i g h l y - l e v e r a g e d banking operations w i l l continue i n t o the 
foreseeable f u t u r e . Some banks may already have extended t h e i r 
l e v e r a g i n g beyond t h e i r a b i l i t y t o manage. 
I f s i g n i f i c a n t i n c reases i n a bank's borrowed funds, as 
compared w i t h e i t h e r i t s p r i o r h i s t o r y or w i t h i t s peers, occur, the 
NBSS s p e c i a l i s t s should i n i t i a t e i n v e s t i g a t i v e a c t i o n t o determine 
the causes of, and need f o r , such increased borrowings. The s p e c i a l -
i s t s should a l s o assess the p o t e n t i a l e f f e c t s t h ereof on the soundness 
of the bank. 
C a l c u l a t i o n Method 
This i n d i c a t o r comprises two r a t i o s . The f i r s t i s c a l c u -
l a t e d by d i v i d i n g average borrowings from F e d e r a l Reserve Banks by 
t o t a l shareholders' e q u i t y . The second r a t i o i s c a l c u l a t e d by d i v i d -
i n g the remainder of borrowed funds by the same base. 
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Related Data 
The i n f o r m a t i o n base w i l l a l s o c o n t a i n q u a r t e r l y informa-
t i o n f o r each of the major components of borrowed funds. Other 
r e l a t e d i n f o r m a t i o n , such as the frequency and d u r a t i o n of borrow-
ings from F e d e r a l Reserve Banks, w i l l be c o l l e c t e d through the 
e f f o r t s of Washington s t a f f members. Other s i g n i f i c a n t data, such 
as peak l e v e l s of borrowed funds and the u n d e r l y i n g causes t h e r e o f , 
g e n e r a l l y w i l l be c o l l e c t e d through o n - s i t e examination e f f o r t s on 
a s e l e c t i v e b a s i s where such data are considered e s s e n t i a l t o the 
e v a l u a t i o n of the i n d i v i d u a l bank. 
Net I n t e r e s t Earnings 
Objectives of I n d i c a t o r 
The p r i n c i p a l o b j e c t i v e s of t h i s i n d i c a t o r are t o detect 
banks e x p e r i e n c i n g : 
S i g n i f i c a n t , abrupt p e r i o d - t o - p e r i o d changes i n 
net i n t e r e s t earnings. 
S i g n i f i c a n t l y i n c r e a s i n g or decreasing trends i n 
net i n t e r e s t earnings. 
R e l a t i v e l y high or low l e v e l s of net i n t e r e s t 
earnings as compared w i t h the peer group. 
R a t i o n a l e f o r S e l e c t i o n of I n d i c a t o r 
Generating h i g h l e v e l s of net i n t e r e s t earnings i s a primary 
g o a l of most banks. S i g n i f i c a n t , abrupt changes, or i n c r e a s i n g l y 
adverse trends, i n a bank's net i n t e r e s t earnings are broad i n d i c a -
t o r s of the e x i s t e n c e of changed or changing operating c o n d i t i o n s . 
High l e v e l s of net i n t e r e s t earnings may be i n d i c a t i v e of h i g h - r i s k 
a c t i v i t i e s ; low net i n t e r e s t earnings may i n d i c a t e poor l e n d i n g 
p r a c t i c e s or i n e p t management. A n a l y s t s g e n e r a l l y agree t h a t , f o r 
c o m p a r a b i l i t y purposes, i n t e r e s t spreads should be measured on a f u l l y -
t a x a b l e equivalent b a s i s . 
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I f s i g n i f i c a n t changes i n net i n t e r e s t earnings occur, the 
NBSS s p e c i a l i s t s should i n i t i a t e i n v e s t i g a t i v e a c t i o n t o determine 
the causes th e r e o f and t h e i r p o t e n t i a l e f f e c t on the soundness of 
the bank. 
C a l c u l a t i o n Method 
This t e s t i s c a l c u l a t e d by d i v i d i n g net i n t e r e s t earnings 
f o r a period by the average of "key earning a s s e t s " held d u r i n g the 
period. The term "key earning a s s e t s " , i n t h i s context, comprises 
p r i n c i p a l l y loans, i n t e r e s t - b e a r i n g d e p o s i t s at other banks, and 
investments. The u n d e r l y i n g data w i l l be processed t o r e s t a t e net 
i n t e r e s t earnings on a f u l l y - t a x a b l e e q u i v a l e n t b a s i s t o ensure com-
p a r a b i l i t y of reported data. 
Related Data 
The i n f o r m a t i o n base w i l l a l s o c o n t a i n measurements of 
each of the components of i n t e r e s t earnings and i n t e r e s t expense gen-
erated by the l e n d i n g , investment, and money management f u n c t i o n s . 
For example, i n t e r e s t and fees generated f o r each category of loans, 
and i n t e r e s t expense f o r each category of deposits and borrowings, 
w i l l be tracked separately. A n a l y s i s by the NBSS s p e c i a l i s t s of 
such data should enable them t o p i n p o i n t the changes or c o n d i t i o n s 
that are c o n t r i b u t i n g t o the anomaly i n the bank's net i n t e r e s t 
earnings. 
Other Operating Expenses 
Objectives of I n d i c a t o r 
The p r i n c i p a l o b j e c t i v e s of t h i s i n d i c a t o r are t o detect 
banks ex p e r i e n c i n g : 
S i g n i f i c a n t , abrupt p e r i o d - t o - p e r i o d changes i n 
other o p e r a t i n g expenses. 
S i g n i f i c a n t l y i n c r e a s i n g or decreasing trends i n 
other o p e r a t i n g expenses. 
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Abnormally high or low l e v e l s of such expenses as 
compared w i t h the peer group. 
The term "other o p e r a t i n g expenses", i n t h i s context, i n c l u d e s 
a l l expenses other than i n t e r e s t , s a l a r i e s , p r o v i s i o n s f o r loan 
l o s s e s , income taxes, l o s s e s r e s u l t i n g from s e c u r i t i e s t r a n s a c t i o n s , 
and e x t r a o r d i n a r y charges. 
R a t i o n a l e f o r S e l e c t i o n of I n d i c a t o r 
Responses t o the N a t i o n a l Bank Questionnaire i n d i c a t e that 
bankers view d e c l i n i n g p r o f i t margins as an adverse i n d u s t r y charac-
t e r i s t i c . The bankers have a l s o i n d i c a t e d that the e v a l u a t i o n of 
management and the r e n d i t i o n of c o n s u l t a t i o n and advisory s e r v i c e s 
t o bank management are important OCC examination o b j e c t i v e s , e s p e c i a l l y 
f o r s m a l l e r banks. Our reviews of past problem bank s i t u a t i o n s have 
i n d i c a t e d t h a t there i s a h i g h c o r r e l a t i o n between the existence of 
g r o s s l y i n e f f i c i e n t operations and eventu a l problem bank c l a s s i f i c a -
t i o n . This i n d i c a t o r measures the degree of management's c o n t r o l of 
other o p e r a t i n g expenses. A s i g n i f i c a n t i n c r e a s e i n these expendi-
t u r e s may i n d i c a t e the e x i s t e n c e of such f a c t o r s as a s i g n i f i c a n t 
expansion of s e r v i c e s , s i g n i f i c a n t i n c r e a s e s i n banking premises 
expenditures, or s e l f - d e a l i n g a c t i v i t i e s . S i g n i f i c a n t decreases 
may i n d i c a t e inadequate "housekeeping" a c t i v i t i e s . The l e v e l s of 
such expenses may be r e f l e c t i v e of the bank's e f f i c i e n c y of operation. 
C a l c u l a t i o n Method 
This t e s t i s c a l c u l a t e d by d i v i d i n g t o t a l other operating 
expenses by average key earning assets. 
Related Data 
The i n f o r m a t i o n base w i l l a l s o c o n t a i n i n f o r m a t i o n f o r 
each of the major components of other o p e r a t i n g expenses. Other 
r e l a t e d i n f o r m a t i o n , such as the i n i t i a t i o n of l i t i g a t i o n or a major 
change i n the s t a t u s of pending l i t i g a t i o n , w i l l be c o l l e c t e d through 
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the r e p o r t i n g mechanism f o r m a t e r i a l events. The i n f o r m a t i o n base 
w i l l be supplemented by data c o l l e c t e d i n connection w i t h o n - s i t e 
examination e f f o r t s . A n a l y s i s by the NBSS s p e c i a l i s t s of such 
i n f o r m a t i o n and other data should enable them t o i d e n t i f y the major 
element or elements of other o p e r a t i n g expenses causing anomalies. 
Peer group data w i l l be of a s s i s t a n c e t o examiners i n p r o v i d i n g 
c o n s u l t a t i o n and advisory s e r v i c e s t o management. 
High-Risk, Middle-Management Experience 
Objectives of I n d i c a t o r 
The p r i n c i p a l o b j e c t i v e s of t h i s i n d i c a t o r are t o detect 
banks ex p e r i e n c i n g : 
S i g n i f i c a n t , abrupt p e r i o d - t o - p e r i o d changes i n 
h i g h - r i s k , middle-management experience l e v e l s . 
Decreasing trends i n such experience l e v e l s . 
R e l a t i v e l y low experience l e v e l s as compared w i t h 
the peer group. 
The term " h i g h - r i s k , middle-management experience", i n t h i s 
context, r e l a t e s t o the experience l e v e l of those middle-management 
members whose d u t i e s g e n e r a l l y are a s s o c i a t e d w i t h f u n c t i o n s having 
an immediate bearing on the soundness of the bank. Such f u n c t i o n s 
comprise the l e n d i n g , investment, and l i a b i l i t y management (l a r g e 
time deposits and borrowings) f u n c t i o n s . 
R a t i o n a l e f o r S e l e c t i o n of I n d i c a t o r 
Our reviews of past problem bank s i t u a t i o n s and responses 
t o the N a t i o n a l Bank Questionnaire i n d i c a t e that there i s a h i g h 
c o r r e l a t i o n between heavy dependence on inexperienced o f f i c e r s and 
eventual problem bank c l a s s i f i c a t i o n . Sudden d e c l i n e s i n average 
experience l e v e l s of middle-management o f f i c e r groups o f t e n precede 
problem bank s t a t u s . 
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I f such d e c l i n e s occur, the NBSS s p e c i a l i s t s should i n i t i a t e 
i n v e s t i g a t i v e a c t i o n to determine the causes thereof and t h e i r poten-
t i a l e f f e c t on the soundness of the bank. 
C a l c u l a t i o n Method 
This t e s t i s c a l c u l a t e d by d i v i d i n g the aggregate lengths 
of experience of h i g h - r i s k , middle-management members by the t o t a l 
number of such group members. 
Rel a t e d Data 
The i n f o r m a t i o n base w i l l c ontain s i m i l a r i n f o r m a t i o n f o r 
a l l major banking f u n c t i o n s . These data w i l l a l s o be expressed i n 
terms of periods of experience w i t h i n the bank and w i t h i n the i n d u s t r y . 
Separate s t a t i s t i c s w i l l be maintained f o r n o n o f f i c e r bank employees 
and aggregate s a l a r y l e v e l s f o r each of these c a t e g o r i e s . The data 
base w i l l a l s o contain i n f o r m a t i o n as t o changes i n the top manage-
ment group that w i l l be obtained through the r e p o r t i n g mechanism f o r 
the occurrence of m a t e r i a l events. Other s i m i l a r s i g n i f i c a n t data, 
such as aggregate man-days of outside or a c c r e d i t e d i n s i d e t r a i n i n g 
by f u n c t i o n , might be c o l l e c t e d during examinations on a s e l e c t i v e 
b a s i s where such in f o r m a t i o n i s considered t o be m a t e r i a l i n under-
standing the operations of the i n d i v i d u a l bank. 
Audit Expenditures 
Objectives of I n d i c a t o r 
The p r i n c i p a l o b j e c t i v e s of t h i s i n d i c a t o r are t o detect 
banks experiencing: 
S i g n i f i c a n t , abrupt p e r i o d - t o - p e r i o d changes i n 
a u d i t - r e l a t e d expenditures. 
Abnormally i n c r e a s i n g trends i n such expenditures. 
Abnormally high or low l e v e l s of such expenditures, 
as compared w i t h the peer group. 
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Our reviews of past problem bank s i t u a t i o n s have i n d i c a t e d 
that there i s a hi g h c o r r e l a t i o n between ine p t or poor management and 
eventual problem bank c l a s s i f i c a t i o n . Our review of responses t o 
the N a t i o n a l Bank Questionnaire a l s o i n d i c a t e s that bankers g e n e r a l l y 
i d e n t i f y the evaluations of management and the system of i n t e r n a l 
c o n t r o l , i n c l u d i n g the program of i n t e r n a l a u d i t , as important OCC 
examination o b j e c t i v e s . 
This i n d i c a t o r i s viewed as an o b j e c t i v e measurement of 
management's commitment t o an e f f e c t i v e system of i n t e r n a l c o n t r o l . 
A s i g n i f i c a n t i n c r e a s e i n audit expenditures may r e f l e c t i n c r e a s e d 
audit a c t i v i t y r e s u l t i n g from the d e t e c t i o n of i r r e g u l a r i t i e s or 
weaknesses i n i n t e r n a l c o n t r o l s , or may be i n d i c a t i v e of s i g n i f i c a n t 
problems i n the bank's f i n a n c i a l r e p o r t i n g system. I t might a l s o 
merely r e f l e c t an i n c r e a s e d commitment t o i n t e r n a l a u d i t i n g . A s i g -
n i f i c a n t decrease i n audit expenditures may r e f l e c t a decrease i n 
audit a c t i v i t y j u s t i f i e d through the r e s o l u t i o n of past problems. 
On the other hand, i t may be i n d i c a t i v e of an u n j u s t i f i e d r e d u c t i o n 
i n audit scope. Abnormally high l e v e l s of such expenditures, as 
compared w i t h the peer group, may be i n d i c a t i v e of e x i s t i n g problems; 
abnormally low l e v e l s may i n d i c a t e a l a c k of an adequate commitment 
t o i n t e r n a l a u d i t i n g . 
C a l c u l a t i o n Method 
This t e s t comprises two r a t i o s . The f i r s t i s c a l c u l a t e d 
by d i v i d i n g the aggregate i n t e r n a l audit s a l a r i e s , as adjusted, by 
t o t a l other s a l a r i e s f o r the pe r i o d . The adjustment w i l l e l i m i n a t e 
the aggregate i n t e r n a l audit s a l a r i e s r e l a t e d t o performing nonaudit 
fu n c t i o n s and w i l l be based on estimates r e p o r t e d by the banks. The 
second r a t i o i s c a l c u l a t e d by d i v i d i n g the t o t a l of a u d i t - r e l a t e d 
p r o f e s s i o n a l fees during the p e r i o d by the same base. 
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Related Data 
The i n f o r m a t i o n base w i l l a l s o c o n t a i n , where a p p l i c a b l e , 
supplemental i n f o r m a t i o n r e l a t i n g t o the bank's r e l a t i o n s h i p s w i t h 
i t s i n t e r n a l and e x t e r n a l a u d i t groups gathered through the: 
Reporting mechanism f o r the occurrence of m a t e r i a l 
events. 
On-site examination e f f o r t s , i n c l u d i n g examiner 
e v a l u a t i o n s of the q u a l i t y of work performed 
by i n t e r n a l and e x t e r n a l a u d i t o r s . 
Number of A c t i v e Accounts Administered  
Per Trust O f f i c e r 
Objectives of I n d i c a t o r 
The p r i n c i p a l o b j e c t i v e s of t h i s i n d i c a t o r are t o detect 
t r u s t departments e x p e r i e n c i n g : 
S i g n i f i c a n t , abrupt p e r i o d - t o - p e r i o d changes i n 
the average number of a c t i v e accounts administered 
per o f f i c e r . 
S i g n i f i c a n t l y i n c r e a s i n g or decreasing trends 
of average number of a c t i v e accounts administered 
per o f f i c e r as compared w i t h the h i s t o r i c a l 
experience of the department and of the peer 
group. 
Abnormally high or low l e v e l s of such averages as 
compared w i t h the peer group. 
Ra t i o n a l e f o r S e l e c t i o n of I n d i c a t o r 
The primary o b j e c t i v e of t r u s t department examinations i s 
t o evaluate the department's execution of i t s f i d u c i a r y r e s p o n s i -
b i l i t i e s . Presumably, the q u a l i t y of t h i s execution, e f f e c t e d 
through the a t t e n t i o n given t o the a d m i n i s t r a t i o n of the i n d i v i d u a l 
t r u s t accounts, should vary i n in v e r s e p r o p o r t i o n t o the average 
number of a c t i v e accounts managed per o f f i c e r . S i g n i f i c a n t depar-
tu r e s from h i s t o r i c a l and peer group trends may be l e a d i n g i n d i c a t o r s 
of d e t e r i o r a t i n g q u a l i t y I n account a d m i n i s t r a t i o n . 
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C a l c u l a t i o n Method 
This t e s t comprises two r a t i o s . The f i r s t i s c a l c u l a t e d 
by d i v i d i n g the t o t a l number of a c t i v e accounts over which the 
department e x e r c i s e s d i s c r e t i o n a r y investment powers by the t o t a l 
number of t r u s t department o f f i c e r s . The second r a t i o i s c a l c u l a t e d 
by d i v i d i n g the t o t a l number of other a c t i v e t r u s t department accounts 
by the same base. 
Related Data 
The i n f o r m a t i o n base w i l l a l s o c o n t a i n r e l a t e d informa-
t i o n gathered through o n - s i t e examination e f f o r t s , such as: 
V i o l a t i o n s of laws and r e g u l a t i o n s . 
Evidences of c o n f l i c t s of i n t e r e s t s . 
Evidences of s e l f - d e a l i n g s . 
Evidences of substandard investments. 
SUMMARY DESCRIPTIONS OF OTHER PRIMARY KEY INDICATORS 
B r i e f d e s c r i p t i o n s of primary key i n d i c a t o r s not discussed 
p r e v i o u s l y i n t h i s appendix f o l l o w : 
R a t i o of Loans t o Adjusted C a p i t a l Funds 
This r a t i o was developed by the OCC and has been used as 
an i n d i c a t o r of the s u f f i c i e n c y of c a p i t a l f o r many years and has 
proved to be a g e n e r a l barometer of bank soundness. 
Volume of Key Earning Assets 
S i g n i f i c a n t i ncreases i n these assets i n r e l a t i o n to 
r e l a t e d v a l u a t i o n reserves might be i n d i c a t i v e of a l i b e r a l i z a t i o n 
of b a s i c bank p o l i c i e s and p r a c t i c e s . High l e v e l s of such assets i n 
r e l a t i o n to these reserves might be i n d i c a t i v e of unsound bank 
c o n d i t i o n . 
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I n d i r e c t loans i n t h i s context encompass a l l bank r e c e i v -
ables from e n t i t i e s whose primary business i s f i n a n c i n g and a l l 
c r e d i t extensions t o a f f i l i a t e d e n t i t i e s . Bank r e c e i v a b l e s from 
f i n a n c i n g e n t i t i e s i n c l u d e i n t e r e s t - b e a r i n g due from bank 
accounts, as w e l l as investments i n , and c r e d i t extensions t o , a l l 
f i n a n c i a l i n s t i t u t i o n s . I n d i r e c t loans may w e l l i n v o l v e more than 
a normal degree of r i s k , since such loans are f r e q u e n t l y made under 
relaxed c r e d i t standards. 
R a t i o of Discounted Loans t o Unearned Income 
S i g n i f i c a n t changes i n these r a t i o s might be i n d i c a t i v e of 
changes i n , or an i n c o n s i s t e n t a p p l i c a t i o n of, accounting p r i n c i p l e s 
or p r a c t i c e s . A h i s t o r y of s i g n i f i c a n t f l u c t u a t i o n s might be i n d i -
c a t i v e of unstable operations. 
Foreign Deposits 
S i g n i f i c a n t i n c r e a s e s i n these l i a b i l i t i e s might r e s u l t 
from a change i n l i a b i l i t y management p o l i c i e s or from a bank's 
i n a b i l i t y t o meet reserve requirements. 
Deposit Mix 
Abnormal changes i n the mix of a bank's deposit s t r u c t u r e 
might be i n d i c a t i v e of s i g n i f i c a n t l y changed operating c o n d i t i o n s . 
Sources of T o t a l Revenues 
This i n d i c a t o r measures changes i n revenue mix r e s u l t i n g 
from the var i o u s s e r v i c e s provided by a bank. F l u c t u a t i o n s i n t h i s 
mix might be i n d i c a t i v e of a bank i n t r o d u c i n g new s e r v i c e s f o r which 
i t might not have adequate e x p e r t i s e . 
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Other Revenues 
Other revenues, i n t h i s context, i s defined as a l l revenues 
other than i n t e r e s t and t r u s t income. S i g n i f i c a n t changes i n the 
l e v e l s of other revenues might be i n d i c a t i v e of new s e r v i c e s being 
provided; l a r g e f l u c t u a t i o n s might be i n d i c a t i v e of i n s t a b i l i t y . 
P r o v i s i o n f o r Loan Losses 
S i g n i f i c a n t changes i n the p r o v i s i o n f o r loan l o s s e s f r e -
quently r e f l e c t d i s c r e t i o n a r y d e c i s i o n s on the part of management. 
Where s i g n i f i c a n t changes occur, the OCC should i n v e s t i g a t e the under-
l y i n g reasons. 
I n t e r e s t P a i d on Out-of-Area Deposits 
Most out-of-area deposits are managed by p r o f e s s i o n a l money 
brokers who g e n e r a l l y owe no a l l e g i a n c e t o an i n d i v i d u a l bank and 
f e e l free t o withdraw large sums at w i l l . Consequently, banks gen-
e r a l l y can place l i t t l e r e l i a n c e on o b t a i n i n g a s t a b l e base from out-
of-area deposits. As these deposits are normally l a r g e i n amount, 
sudden withdrawal may a f f e c t a d v e r s e l y the l i q u i d i t y of the bank. 
Return on T o t a l Assets 
This i s the broadest key i n d i c a t o r . S i g n i f i c a n t changes 
i n t h i s i n d i c a t o r normally precede problem bank s t a t u s by s e v e r a l 
years. 
Banking Department S a l a r i e s 
This i n d i c a t o r should d i s c l o s e banks tha t are paying exces-
s i v e l y high or low s a l a r i e s . The former c o n d i t i o n places too great 
a burden on the resources of the bank; the l a t t e r c o n d i t i o n r e s u l t s 
i n the bank being unable to a t t r a c t q u a l i f i e d personnel. 
Trust Personnel Experience 
The r a t i o n a l e f o r the s e l e c t i o n of t h i s key i n d i c a t o r i s 
s i m i l a r t o t h a t used f o r the banking department h i g h - r i s k , middle-
management experience i n d i c a t o r . 
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Trust Department S a l a r i e s 
This i n d i c a t o r p a r a l l e l s the banking department key i n d i -
c a t o r r e l a t i n g t o s a l a r y l e v e l s . 
Trust Income 
S i g n i f i c a n t i n c r e a s e s i n t r u s t income might i n d i c a t e a 
growth r a t e i n the number of a c t i v e t r u s t accounts which may impair 
the department's a b i l i t y t o provide e f f e c t i v e account a d m i n i s t r a t i o n . 
OTHER POTENTIAL KEY INDICATORS FOR SUBSEQUENT ANALYSIS 
As the OCC gains experience i n u s i n g NBSS, i t undoubtedly 
w i l l f i n d i t necessary t o s u b s t i t u t e , or add or d e l e t e , new key i n d i -
c a t o r s f o r those i n i t i a l l y adopted. The need f o r these changes w i l l 
occur, not only as a r e s u l t of the i d e n t i f i c a t i o n of i n d i c a t o r s having 
higher d i s c r i m i n a t o r y q u a l i t i e s , but a l s o because of changing i n d u s t r y 
c o n d i t i o n s . The need f o r such s u b s t i t u t i o n s should, i n p a r t , become 
evident by p e r i o d i c a l l y having summary NBSS r e p o r t s produced which 
w i l l show, f o r each key i n d i c a t o r , the frequency wit h which i t cor-
r e c t l y i d e n t i f i e d banks that should have been subject t o p r i o r i t y 
review. 
A d d i t i o n a l i n d i c a t o r s u s e f u l i n the e a r l y d e t e c t i o n of 
problem banks might be designed based on the f o l l o w i n g p a r t i a l l i s t i n g 
of l e a d i n g i n d i c a t o r s of p o t e n t i a l bank d e t e r i o r a t i o n : 
Banking Departments 
F i n a n c i a l C o n d i t i o n 
E x c e s s i v e l y h i g h asset growth r a t e . 
P o r t f o l i o s comprising l e s s i n t e r e s t - s e n s i t i v e assets 
than r e l a t e d i n t e r e s t - s e n s i t i v e l i a b i l i t i e s . 
S i g n i f i c a n t u n r e a l i z e d l o s s e s i n investment p o r t f o l i o . 
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Unstable r a t i o of loans t o deposits. 
High r a t i o of loans t o d i r e c t o r s and/or o f f i c e r s t o 
d e p o s i t s from the same group. 
Excessive l e v e l s of loans (other than n a t i o n a l and i n t e r -
n a t i o n a l c r e d i t s ) and/or dep o s i t s outside of counties 
i n which the bank maintains o f f i c e s . 
l a r g e stock loans t o ownership i n t e r e s t s . 
High p o r t f o l i o concentrations w i t h i n p a r t i c u l a r i n d u s t r i e s . 
Excessive l o a n commitments. 
I n c r e a s i n g trend of issuance of standby l e t t e r s of c r e d i t . 
High r a t i o of f i x e d assets t o c a p i t a l . 
High r a t i o of other r e a l e s t a t e owned t o c a p i t a l . 
Excessive l e v e l s of nonearning assets. 
Changes i n r a t i n g s of c a p i t a l notes, bonds, or debentures. 
High l e v e l of noncancelable lease commitments. 
Results of Operations 
Lower than average investment y i e l d from s e c u r i t i e s p o r t -
f o l i o s , e s p e c i a l l y when coupled w i t h a carryforward t a x 
l o s s c o n d i t i o n . 
High management fee expense charged by a f f i l i a t e d company. 
Excessive charge-offs of loans t o p a r t i c u l a r i n d u s t r i e s . 
Excessive net l o s s e s on s e c u r i t i e s t r a n s a c t i o n s . 
Excessive amounts of r e a l i z e d and u n r e a l i z e d l o s s e s i n 
foreign-exchange t r a n s a c t i o n s . 
Q u a l i t y of Management 
High l e v e l of p a r t i c i p a t i o n s i n loans o r i g i n a t e d and 
managed by others. 
Wide d i s p a r i t y between c h i e f executive o f f i c e r ' s compen-
s a t i o n l e v e l and the compensation l e v e l s of other execu-
t i v e members of management. 
Low average man-days of o f f i c e r t r a i n i n g . 
Low e d u c a t i o n a l l e v e l s of key bank o f f i c e r s . 
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Low proportion of internal auditors to t o t a l personnel. 
Low salary of chief auditor. 
Excessive reliance on essentially unskilled c l e r i c a l staffs. 
Low recoveries of assets previously charged off. 
High average amount or number of loans per credit officer. 
High number of violations of banking laws and OCC 
regulations. 
High number of consumer complaints. 
Other 
Major fluctuations i n stock price of the bank or i t s 
parent. 
Excessive amount of holding company and/or a f f i l i a t e 
debt to t o t a l bank assets. 
Trust Departments 
Quality of Account Administration 
Number of issues (debt and equity securities) held per 
decision-making employee, such as account adminis-
trators. 
Number of legal suits and amounts of claims. 
OTHER INFORMATION REQUIREMENTS 
The OCC has had considerable experience i n collecting finan-
c i a l data from banks and, accordingly, has the expertise to design 
report formats and related instructions for use i n the collection of 
financial data for the NBSS. It i s our understanding that the OCC 
has not, however, had much experience i n collecting nonfinancial data. 
The attached draft of suggested personnel data to be reported by banks 
has been prepared as a possible guide for the OCC. 
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I n d e signing r e p o r t i n g forms f o r both f i n a n c i a l and non-
f i n a n c i a l data, r e c o g n i t i o n must be given t o the p r o v i s i o n s of the 
recently-developed Information System f o r Bank Agency Reports, which 
w i l l permit banks, s t a r t i n g i n l a t e 1975 or e a r l y 1976, t o submit data 
i n computer-processable form. 
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SUGGESTED PERSONNEL DATA TO BE 
REPORTED BY BANKS (NOTE A) 
NUMBER AGGREGATE UNITS OF INDUSTRY 
OF GROUP SALARY OF EXPERIENCE 
MEMBERS GROUP THIS BANK OTHER BANKS 
Personnel Groups: 
. Lending Functions $ 
. L i a b i l i t y Management 
Functions 
. Investment Functions... 
Subtotals 
. Top Management Members 
(Note B) 
. Trust Functions.., 
. I n t e r n a l A u d it Function 
(Note C) 
. Accounting and C o n t r o l -
l e r s h i p Functions.... 
. Other S t a f f Functions.. 
. Other Employees 
(Note D): 
.. Banking D i v i s i o n . . 
. . Trust D i v i s i o n . . .. 
T o t a l s $ 
NOTES 
A. An i n d i v i d u a l performing more than one f u n c t i o n should be c l a s -
s i f i e d i n the category r e p r e s e n t i n g h i s p r i n c i p a l f u n c t i o n . 
No i n d i v i d u a l should be c l a s s i f i e d i n more than one category. 
B. This category i s l i m i t e d to those i n d i v i d u a l s defined as being 
p o l i c y making o f f i c e r s . 
C. Do any of these i n d i v i d u a l s spend any p o r t i o n of t h e i r time per-
forming o r i g i n a l work versus checking work performed by others 
(check one)? Yes No . I f yes, i n d i c a t e the approximate 
percentage of group time spent i n performing o r i g i n a l work. % 
D. A l l n o n o f f i c e r s must be c l a s s i f i e d here. 
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RECOMMENDED DECISION GUIDELINES TO BE ADOPTED 
BY THE OCC WITH RESPECT TO CORPORATE FUNCTIONS 
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RECOMMENDED DECISION GUIDELINES 
TO BE ADOPTED BY THE OCC WITH 
RESPECT TO CORPORATE FUNCTIONS 
Suggested d e c i s i o n g u i d e l i n e s are c l a s s i f i e d as those a p p l i -
cable to corporate d e c i s i o n s i n general and those a p p l i c a b l e t o on l y a 
s p e c i f i c type of corporate a p p l i c a t i o n . A d d i t i o n a l l y , w i t h i n such 
c l a s s i f i c a t i o n s , the d e c i s i o n g u i d e l i n e s are ca t e g o r i z e d as f o l l o w s : 
Major f a c t o r s i n the d e c i s i o n process f o r which 
an u n s a t i s f a c t o r y c o n d i t i o n would normally 
r e s u l t i n d e n i a l o f the a p p l i c a t i o n ( r e f e r r e d 
t o as "Type A" d e c i s i o n g u i d e l i n e s ) . 
Factors f o r which an u n s a t i s f a c t o r y c o n d i t i o n as to 
one or more may not n e c e s s a r i l y r e s u l t i n d e n i a l 
of the a p p l i c a t i o n ( r e f e r r e d t o as "Type B" 
d e c i s i o n g u i d e l i n e s ) . The d e c i s i o n process 
must weigh the impact of an u n s a t i s f a c t o r y con-
d i t i o n or combination of u n s a t i s f a c t o r y condi-
t i o n s a g a i n s t the p u b l i c b e n e f i t s a s s o c i a t e d 
w i t h the a p p l i c a t i o n . 
Factors which c o n s t i t u t e s i g n i f i c a n t p u b l i c b e n e f i t s 
( r e f e r r e d t o as "Type C" d e c i s i o n g u i d e l i n e s ) . 
Where d e c i s i o n g u i d e l i n e s suggest d e n i a l of an a p p l i c a t i o n , but the 
reasons l e a d i n g t o d e n i a l can be remedied by app r o p r i a t e a c t i o n by 
the a p p l i c a n t , approval should be granted contingent upon such s a t -
i s f a c t o r y remedy by the a p p l i c a n t and approval of the remedy by the 
OCC. The g u i d e l i n e s are not intended to be b i n d i n g i n a l e g a l sense. 
Decisions not i n d i c a t e d by the g u i d e l i n e s may be reached i n a p p r o p r i -
ate cases. 
General D e c i s i o n G u i d e l i n e s 
Type A D e c i s i o n G u i d e l i n e s : 
1. The a c t i o n requested by the a p p l i c a t i o n must comply w i t h 
a p p l i c a b l e s t a t e and Fe d e r a l laws and r e g u l a t i o n s . 
2. Se r v i c e s t o be o f f e r e d must be i n compliance w i t h sound 
banking p r a c t i c e s . 
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3 . Approval of the a p p l i c a t i o n should have no s u b s t a n t i a l 
adverse e f f e c t on another bank chart e r e d w i t h i n the l a s t three years. 
(However, a p p l i c a t i o n s , i n c l u d i n g those f o r branches or c h a r t e r s , 
should not be denied s o l e l y to p r o t e c t a mature but weak or p o o r l y 
managed bank.) 
4. The a p p l i c a n t bank should be adequately managed. (Banks 
evidencing poor or unacceptable management should be precluded from 
assuming more r e s p o n s i b i l i t y and r i s k . ) 
5. The bank's h i s t o r y and r e t e n t i o n of earnings should be 
s u f f i c i e n t to support the new f a c i l i t y or a c t i v i t y f o r a reasonable 
pe r i o d of time. 
6. The m a j o r i t y of the other branches or s u b s i d i a r i e s o f the 
bank should be p r o f i t a b l e and w e l l operated. (Banks w i t h a p o o r l y 
operated branch system should be precluded from o b t a i n i n g a d d i t i o n a l 
branches.) 
7. S i g n i f i c a n t t r a n s a c t i o n s between the bank and i t s d i r e c t o r s , 
s e n i o r o f f i c e r s , p r i n c i p a l stockholders (those owning 10% or more of 
the s t o c k ) , or r e l a t e d or a f f i l i a t e d persons must be f r e e from i n d i -
c a t i o n of abuse. 
8 . Approval of the a p p l i c a t i o n should not have a s u b s t a n t i a l 
adverse e f f e c t upon the a p p l i c a n t ' s l i q u i d i t y or c a p i t a l adequacy or 
threaten the a p p l i c a n t ' s soundness. 
9 . Approval of an a p p l i c a t i o n f o r a de novo branch o f f i c e , 
merger, or r e l o c a t i o n should not have a s u b s t a n t i a l e f f e c t on the 
p r o b a b i l i t y that a pending c h a r t e r a p p l i c a t i o n , e i t h e r n a t i o n a l or 
s t a t e , w i l l be approved. (Generally an a p p l i c a t i o n to organize an 
independent bank should have p r i o r i t y . ) 
10. I n a p p l i c a t i o n s i n v o l v i n g new entrants or new a c t i v i t i e s , 
o f f i c e r s and d i r e c t o r s who w i l l be r e s p o n s i b l e f o r such a c t i v i t i e s 
or operations must be f r e e of c r i m i n a l records. 
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Type B D e c i s i o n G u i d e l i n e s : 
1. I f the OCC's o v e r a l l r a t i n g of the a p p l i c a n t bank i s unsat-
i s f a c t o r y , approval of the a p p l i c a t i o n should create the p o t e n t i a l to 
improve the r a t i n g . (For example, a bank may be performing p o o r l y 
due t o f a c t o r s beyond i t s c o n t r o l , such as being l o c a t e d w i t h i n a 
depressed economic area and branching i n t o a b e t t e r area may improve 
the o v e r a l l c o n d i t i o n of the bank.) 
2. Management should be cooperative. (Have they g e n e r a l l y 
attempted to cure examiner or OCC comments and c r i t i c i s m s ? ) 
3. In a p p l i c a t i o n s i n v o l v i n g new or a d d i t i o n a l banking 
f a c i l i t i e s : 
A. The c a p i t a l of the bank should be s u f f i c i e n t to 
support the a n t i c i p a t e d investment i n b u i l d i n g 
and equipment. 
B. The past and p r e d i c t e d f u t u r e p o p u l a t i o n growth 
or the general economic character of the area 
should appear adequate to support an a d d i t i o n a l 
banking f a c i l i t y . (Negative answers should be 
supported w i t h s p e c i f i c comments.) 
C. I f property i s to be purchased or leased from or 
constructed by an o f f i c e r , d i r e c t o r , p r i n c i p a l 
shareholder, or a r e l a t e d or a f f i l i a t e d person 
or group, the terms of the proposed t r a n s a c t i o n 
should be comparable to those t h a t would e x i s t 
i n a s i m i l a r t r a n s a c t i o n w i t h u n r e l a t e d p a r t i e s . 
4. In a p p l i c a t i o n s i n v o l v i n g c h a r t e r s , branches ( f o r e i g n or 
domestic), or new a c t i v i t i e s (such as t r u s t powers or operating sub-
s i d i a r i e s ) , the estimates of income and expenses f o r the f i r s t three 
years of operations should be reasonable and i n d i c a t e the l i k e l i h o o d 
of economic v i a b i l i t y . 
5. In a p p l i c a t i o n s i n v o l v i n g new e n t r y i n t o banking or new 
a c t i v i t i e s , o f f i c e r s and d i r e c t o r s who w i l l be r e s p o n s i b l e f o r such 
a c t i v i t i e s or operations should have s i g n i f i c a n t and r e l e v a n t 
experience and should not have a h i s t o r y of a f f i l i a t i o n s w i t h 
- 3 -
APPENDIX I I I 
p o o r l y managed e n t e r p r i s e s or i l l i c i t a c t i v i t i e s . (However, an 
i n d i v i d u a l w i t h a good rec o r d might have been a f f i l i a t e d w i t h a 
p o o r l y managed e n t e r p r i s e . ) 
6. Approval of the a p p l i c a t i o n should maintain or in c r e a s e the 
l e v e l of competition. (An a p p l i c a t i o n should not be approved which 
w i l l create or extend a dominant market p o s i t i o n or s i g n i f i c a n t l y 
reduce probable f u t u r e competition.) 
Type C D e c i s i o n G u i d e l i n e s : 
1. The proposed a c t i o n increases competition i n banking 
markets. 
2. The proposed a c t i o n improves operating e f f i c i e n c y . 
3 . The proposed a c t i o n increases convenience to the p u b l i c 
and/or the range of s e r v i c e s o f f e r e d the p u b l i c . 
4. The proposed a c t i o n removes an a c t u a l or p o t e n t i a l t h r e a t 
to the soundness of the a p p l i c a n t bank or the banking system. 
I n a d d i t i o n to the above general d e c i s i o n g u i d e l i n e s a p p l i -
cable to corporate f u n c t i o n s , the f o l l o w i n g d e c i s i o n g u i d e l i n e s are 
a p p l i c a b l e t o s p e c i f i c a p p l i c a t i o n s , as i n d i c a t e d . 
Charters 
Type A D e c i s i o n G u i d e l i n e s : 
1. The past and p r e d i c t e d f u t u r e p o p u l a t i o n growth or general 
economic character of the area should appear adequate to support an 
a d d i t i o n a l banking f a c i l i t y . (Negative c o n d i t i o n s should be 
supported w i t h s p e c i f i c comments.) 
Type B D e c i s i o n G u i d e l i n e s : 
1. C a p i t a l : 
A. I n i t i a l c a p i t a l should be some minimum as s p e c i f i e d 
by the OCC from time to time. 
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B. I n i t i a l c a p i t a l should be adequate to enable the 
new bank to compete w i t h banks i n the r e l e v a n t 
market rendering s e r v i c e s s i m i l a r to those con-
templated by the a p p l i c a n t . 
C. I n i t i a l c a p i t a l should be adequate to support loans 
to one borrower of s u f f i c i e n t s i z e to meet the 
needs of p r o s p e c t i v e customers. 
D. I n i t i a l c a p i t a l , net of any allowance f o r pre-opening 
expenses, should be adequate t o absorb approximately 
ten times the expected l o s s e s of the proposed bank 
p r i o r to beginning p r o f i t a b l e operations. 
E. I n i t i a l c a p i t a l should be s u f f i c i e n t t o purchase or 
b u i l d a s u i t a b l e f a c i l i t y and purchase necessary 
f u r n i t u r e , f i x t u r e s and equipment w i t h aggregate 
cost not exceeding 40% o f such c a p i t a l . ( I f any 
or a l l of the above property i s t o be leased on a 
long-term b a s i s , the present value of the le a s e com-
mitment should be considered, not the l e a s e payment). 
F. T o t a l c a p i t a l should be equal to at l e a s t 10% of t o t a l 
p r o j e c t e d d e p o s i t s at the end of three years. 
G. The p r i c e range f o r the i n i t i a l stock o f f e r i n g should 
be between $5 and $25 per share i n order t o encourage 
investment i n the proposed bank by the l o c a l 
community. 
H. Maximum stock ownership by any one i n d i v i d u a l , corpora-
t i o n , p a r t n e r s h i p , or r e l a t e d or a f f i l i a t e d person, 
except i n a p p l i c a t i o n s by bank h o l d i n g companies, 
should be l i m i t e d to 10% of the proposed stock to 
be issued. 
I. Organizers, proposed d i r e c t o r s , and s e n i o r o f f i c e r s , 
as a group, should not own more than 50% of the out-
standing stock. 
J. No more than 50% of the purchase p r i c e of stock to be 
i n d i v i d u a l l y owned by any o r g a n i z e r , proposed d i r e c t o r , 
o f f i c e r , or 5% or more stockholder should be financed 
by pledge of stock. 
2. Organizers, proposed d i r e c t o r s , senior o f f i c e r s and 5% or 
more stockholders: 
A. Less than o n e - t h i r d of the number of proposed d i r e c t o r s 
may a l s o be proposed o f f i c e r s or employees of the 
bank or a f f i l i a t e d f i r m s (not a p p l i c a b l e i f 80% or 
more of the outstanding stock i s to be owned by a 
bank h o l d i n g company). 
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B. More than one-half of the o r g a n i z e r s , proposed d i r e c t o r s , 
s e n i o r o f f i c e r s and 5% or more stockholders should he 
from the l o c a l community (not a p p l i c a b l e i f 80% or 
more of the outstanding stock i s to be owned by a 
bank h o l d i n g company). 
C. None of the o r g a n i z e r s , proposed d i r e c t o r s , s e n ior 
o f f i c e r s or 5% or more stockholders should be a 
d i r e c t o r of a competing or p o t e n t i a l l y competing 
f i n a n c i a l i n s t i t u t i o n . 
D. Less than o n e - t h i r d of the number of d i r e c t o r s and 
o f f i c e r s may be engaged i n n o n - a f f i l i a t e d bank 
r e l a t e d businesses. 
E. Organizers, proposed d i r e c t o r s , senior o f f i c e r s and 
5% or more stockholders should have an aggregate 
net worth and l i q u i d i t y ( i n c l u d i n g a bank h o l d i n g 
company, i f a p p l i c a b l e ) s u f f i c i e n t to permit a d d i -
t i o n a l s i g n i f i c a n t investment subsequent to i n i t i a l 
c a p i t a l i z a t i o n , i f necessary. 
F. The m a j o r i t y of the d i r e c t o r s and o f f i c e r s should 
have business h i s t o r i e s demonstrating success. 
G. A s p e c i f i e d percentage of the proposed d i r e c t o r s 
should have s i g n i f i c a n t banking experience. 
H. Organizers, proposed d i r e c t o r s , s e n ior o f f i c e r s , 
and 5% or more stockholders should have 
favorable borrowing records. 
I . Fees and s a l a r i e s to be p a i d by the bank to d i r e c t o r s , 
o f f i c e r s , or p r i n c i p a l shareholders must be 
reasonable. 
3. Fees to be p a i d to at t o r n e y s , economic co n s u l t a n t s , and 
others must be reasonable and not on a contingent b a s i s . 
Conversions 
Type A D e c i s i o n G u i d e l i n e s : 
1. I t should be c l e a r t h a t the d e s i r e f o r conversion i s not the 
r e s u l t of s u p e r v i s o r y pressure brought upon the bank as a r e s u l t of 
v i o l a t i o n s of laws or r e g u l a t i o n s or u n s a t i s f a c t o r y , unsafe, or 
unsound banking p r a c t i c e s . 
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Type B D e c i s i o n G u i d e l i n e s : 
1. The bank's performance over the l a s t three years should 
i n d i c a t e that i t i s a v i a b l e bank. 
2. C a p i t a l : (a) should not be l e s s than the minimum r e q u i r e d 
f o r a de novo n a t i o n a l bank c h a r t e r ; (b) should be adequate to 
enable the bank to compete w i t h other banks i n the r e l e v a n t market 
rendering s e r v i c e s s i m i l a r to those provided by the a p p l i c a n t ; (c) 
should be adequate to support loans to one borrower of s u f f i c i e n t 
s i z e to meet the needs of present and p r o s p e c t i v e customers. 
3. The d i r e c t o r s , s e n ior o f f i c e r s , and p r i n c i p a l shareholders 
should possess d e s i r a b l e business and personal c h a r a c t e r i s t i c s . 
4. No more than 50% of the value of stock owned by d i r e c t o r s , 
o f f i c e r s , and p r i n c i p a l stockholders should be financed by pledge of 
the stock. 
Mergers 
D e c i s i o n g u i d e l i n e s below are grouped under three main 
headings as f o l l o w s : g u i d e l i n e s a p p l i c a b l e to (1) mergers i n v o l v i n g 
weak or f a i l i n g banks; (2) mergers i n v o l v i n g corporate r e o r g a n i z a -
t i o n s ; and (3) other mergers. 
G u i d e l i n e s A p p l i c a b l e to Mergers I n v o l v i n g "Weak or 
F a i l i n g Banks: 
Type A D e c i s i o n G u i d e l i n e s : 
1. The a c q u i r i n g bank should be capable of preventing the 
f a i l u r e of the merging bank. 
Type B D e c i s i o n G u i d e l i n e s : 
1. The merger should not create or extend a dominant market 
p o s i t i o n . 
2. The cost of the merger to bank r e g u l a t o r y agencies should 
be l e s s than other p o s s i b l e a l t e r n a t i v e s (such as a l l o w i n g a weak 
bank to f a i l or p r o v i d i n g intermediate to long-term f i n a n c i a l 
a s s i s t a n c e to the bank). 
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3 . Where the OCC has taken the i n i t i a t i v e to merge a weak or 
f a i l i n g bank, preference should be given, where p o s s i b l e , t o : 
A. Smaller over l a r g e r banks. 
B. Banks not represented i n the market area over those 
th a t are represented i n the market area. 
C. Banks w i t h no other means of entry to the market area 
over those w i t h other means of entry (de novo 
branch, de novo c h a r t e r , e t c . ) . 
D. Banks w i t h fewer o f f i c e s in the market area over those 
w i t h many o f f i c e s i n the market area. 
G u i d e l i n e s A p p l i c a b l e to Mergers I n v o l v i n g 
Corporate Reorganizations: 
Type A D e c i s i o n G u i d e l i n e s : 
1. Stockholders must be given adequate i n f o r m a t i o n upon which 
to base t h e i r d e c i s i o n ( e i t h e r approving or d i s a p p r o v i n g the merger). 
Stockholders should be adequately informed of the e n t i r e p l a n of 
r e o r g a n i z a t i o n , the choices a v a i l a b l e to them, and the procedures to 
f o l l o w a f t e r making t h e i r d e c i s i o n . Stockholders should a l s o be 
informed of d i s s e n t e r ' s r i g h t s a v a i l a b l e to them i n determining the 
value of t h e i r stock i n the event they d i s s e n t to the merger. 
2. M i n o r i t y or d i s s e n t i n g stockholders must be t r e a t e d e q u i t -
a b l y i n the determination of the cash or exchange value of t h e i r 
stock. 
Type B D e c i s i o n G u i d e l i n e s : 
1. The merger should not weaken the l i q u i d i t y or c a p i t a l ade-
quacy of the s u r v i v i n g bank. 
2. Proposed changes i n management r e s u l t i n g from the merger 
should comply w i t h the same c r i t e r i a as i n g r a n t i n g a new charter. 
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Gui d e l i n e s A p p l i c a b l e to Mergers Other Than Those 
I n v o l v i n g Corporate Reorganizations or Weak or 
F a i l i n g Banks: 
Type B D e c i s i o n G u i d e l i n e s : 
1. A l e a d i n g bank i n a non-competitive market area should be 
prevented from merging w i t h another bank i n the same market area. 
2. The merger should not: 
A. Create or extend a dominant market p o s i t i o n . 
B. Reduce s i g n i f i c a n t e x i s t i n g or probable 
competition. 
C. Weaken the a c q u i r i n g bank ( c a p i t a l adequacy, 
l i q u i d i t y , f u t u r e earning prospects, q u a l i t y 
and character of management, e t c . ) . 
3. The merger should comply w i t h the g u i d e l i n e s a p p l i c a b l e 
to mergers i n v o l v i n g corporate r e o r g a n i z a t i o n s ( o u t l i n e d above). 
Trust Powers 
Type B D e c i s i o n G u i d e l i n e s : 
1. In a p p l i c a t i o n s f o r t r u s t powers, the a t t o r n e y to be 
r e t a i n e d as counsel should have s i g n i f i c a n t and r e l e v a n t experience. 
Foreign Branches 
Type A D e c i s i o n G u i d e l i n e s : 
1. The a c t i o n requested by the a p p l i c a t i o n must comply w i t h 
laws and r e g u l a t i o n s of the f o r e i g n country. 
Type B D e c i s i o n G u i d e l i n e s : 
1. The general economic character of the country should 
appear s t a b l e . (Negative c o n d i t i o n s should be supported w i t h 
s p e c i f i c comments.) 
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C a p i t a l Increases 
Type A D e c i s i o n G u i d e l i n e s : 
1. Considering a l l f a c t s known to the OCC, the o f f e r i n g 
c i r c u l a r must provide i n v e s t o r s w i t h a l l m a t e r i a l f a c t s s u f f i c i e n t 
to form the b a s i s f o r an i n t e l l i g e n t investment d e c i s i o n . 
2. Fees or other payments t o be p a i d to underwriters or 
others should be reasonable. 
3 . The bank's h i s t o r y and r e t e n t i o n of earnings should be 
s u f f i c i e n t to meet f i x e d charges r e q u i r e d by debt or p r e f e r r e d stock 
o f f e r i n g s . 
4. The proposed use o f proceeds must be i n accordance w i t h 
sound banking p r a c t i c e . 
C a p i t a l Decreases (other than the redemption of debt  
at maturity) 
Type A D e c i s i o n G u i d e l i n e s : 
1. The r e d u c t i o n o f c a p i t a l must not impair the soundness of 
the bank because of the r e d u c t i o n i n l i q u i d i t y or c a p i t a l . 
2. Future prospects or plans of the bank must permit the 
red u c t i o n i n c a p i t a l . 
Type B D e c i s i o n G u i d e l i n e s : 
1. The o f f e r should be made to a l l s e c u r i t y holders of a 
cl a s s . 
Changes i n Lo c a t i o n 
Type B D e c i s i o n G u i d e l i n e s : 
1. The move should not deny customers i n the current market 
area access to needed banking s e r v i c e s . 
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APPENDIX TV 
RECOMMENDED INFORMATION REQUIREMENTS 
TO BE ADOPTED BY THE OCC WITH 
RESPECT TO CORPORATE APPLICATIONS 
Suggested i n f o r m a t i o n requirements are c l a s s i f i e d as t o 
i n f o r m a t i o n a p p l i c a b l e to corporate a p p l i c a t i o n s i n general and 
i n f o r m a t i o n a p p l i c a b l e to only a s p e c i f i c type of corporate a p p l i c a -
t i o n . A d d i t i o n a l l y , w i t h i n each c l a s s i f i c a t i o n , the i n f o r m a t i o n i s 
c a t e g o r i z e d as f o l l o w s : 
Information to be s u p p l i e d by the a p p l i c a n t and 
necessary i n a l l a p p l i c a t i o n s ; 
Information a v a i l a b l e w i t h i n or to be obtained by 
the OCC; and 
Supplemental i n f o r m a t i o n which may be requested 
at the d i s c r e t i o n of the OCC. 
General A p p l i c a t i o n Information 
Information to be s u p p l i e d by the a p p l i c a n t and necessary 
i n a l l a p p l i c a t i o n s : 
1. I d e n t i f i c a t i o n of the a p p l i c a n t bank (name, address, 
and c h a r t e r number) . 
2. P r o f i l e of the a p p l i c a n t bank, as of the most recent 
c a l l r e p o r t date, i n c l u d i n g loans, d e p o s i t s , t o t a l 
a s s e t s , c a p i t a l s t r u c t u r e , and l oan l o s s and other 
v a l u a t i o n r e s e r v e s . 
3. A c e r t i f i e d copy of a r e s o l u t i o n of the bank's board 
of d i r e c t o r s , or a committee thereof, as appropriate, 
a u t h o r i z i n g the f i l i n g of the a p p l i c a t i o n . The 
r e s o l u t i o n should i n c l u d e a summary of the board's 
reasons f o r b e l i e v i n g that the approval requested 
by the a p p l i c a t i o n would be i n the i n t e r e s t of the 
bank and the p u b l i c . When a p p l i c a b l e (as i n 
branch a p p l i c a t i o n s ) , the r e s o l u t i o n should s t a t e 
s e r v i c e s to be o f f e r e d . 
4. Name, t i t l e , and telephone number of the a p p l i c a n t ' s 
r e p r e s e n t a t i v e to be contacted f o r a d d i t i o n a l i n f o r -
mation, i f needed, and to whom a l l communications 
concerning the a p p l i c a t i o n should be addressed. 
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5. The a p p l i c a t i o n should be signed by two p r i n c i p a l 
o f f i c e r s (as defined i n OCC r e g u l a t i o n s ) of the bank, 
one of whom should be e i t h e r the c a s h i e r or secretary. 
I t should i n c l u d e a statement t o the e f f e c t t h a t a l l 
r e p r e s e n t a t i o n s and i n f o r m a t i o n i n the a p p l i c a t i o n 
and w i t h respect t o any other i n f o r m a t i o n submitted 
to the OCC i n connection w i t h the a p p l i c a t i o n con-
t a i n no misrepresentations or omissions of m a t e r i a l 
f a c t s and that approval of the a p p l i c a t i o n w i l l not 
v i o l a t e any s t a t e , f e d e r a l and, i f a p p l i c a b l e , 
f o r e i g n law or r e g u l a t i o n . In the case of ch a r t e r 
a p p l i c a t i o n s , the a p p l i c a t i o n should be signed by 
each of the o r g a n i z e r s , proposed d i r e c t o r s , o f f i c e r s , 
and p r i n c i p a l stockholders. Conversion a p p l i c a t i o n s 
should be signed by a m a j o r i t y of the d i r e c t o r s of 
the bank. 
6. Information concerning proposed t r a n s a c t i o n s w i t h 
o f f i c e r s , d i r e c t o r s , p r i n c i p a l s t ockholders, or 
r e l a t e d or a f f i l i a t e d persons. 
7. In a p p l i c a t i o n s i n v o l v i n g new or a d d i t i o n a l banking 
o f f i c e l o c a t i o n s , the f o l l o w i n g should be i n c l u d e d : 
A. Approximate l o c a t i o n of the proposed banking 
o f f i c e . 
B. A n t i c i p a t e d or d e s i r e d opening date of the pro-
posed o f f i c e . 
C. Maps of the m e t r o p o l i t a n and primary s e r v i c e areas 
of the proposed banking o f f i c e . ("Primary 
s e r v i c e area" i s defined as the geographic 
area i n which the bank i s expected to gen-
erate 75% or more of i t s d e p o s i t s . ) 
D. Information concerning other banking o f f i c e s of 
the a p p l i c a n t and competing banking o f f i c e s , 
i n c l u d i n g e x i s t i n g banking o f f i c e s , o f f i c e s 
approved but unopened, and pending a p p l i c a t i o n s 
l o c a t e d w i t h i n e i t h e r the m e t r o p o l i t a n or primary 
s e r v i c e areas of the proposed banking o f f i c e , 
i n c l u d i n g name and address, date opened i f 
w i t h i n the past three years, distance by road 
mileage and d i r e c t i o n from the proposed bank-
i n g o f f i c e , and deposits and loans as of the 
most recent c a l l report date and one year p r i o r 
t o such date. I f deposits and loans are not 
a v a i l a b l e by i n d i v i d u a l o f f i c e , an estimate 
should be provided. 
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E. A r e p r e s e n t a t i o n t h a t , under the banking law of 
the s t a t e or f o r e i g n country, the a p p l i c a n t 
bank may l e g a l l y e s t a b l i s h an o f f i c e at the 
proposed l o c a t i o n . I f there i s any question 
as t o the l e g a l i t y , an o p i n i o n of the bank's 
counsel should be included. 
F. A d e s c r i p t i o n o f s e r v i c e s t o be o f f e r e d by the 
banking o f f i c e . 
8. In a p p l i c a t i o n s i n v o l v i n g new f u n c t i o n s or a c t i v i t i e s , 
such as t r u s t powers or an i n i t i a l f o r e i g n branch, 
b i o g r a p h i c a l i n f o r m a t i o n concerning proposed o f f i c e r s 
r e s p o n s i b l e f o r a d m i n i s t e r i n g such f u n c t i o n s or 
a c t i v i t i e s should be included. I f an attorney i s 
r e t a i n e d by the a p p l i c a n t as counsel f o r such f u n c t i o n 
or a c t i v i t y , the attorney's name, business address, 
education, and r e l a t e d experience should a l s o be 
fur n i s h e d the OCC. 
Information t o be obtained by the OCC: 
1. P e r t i n e n t i n f o r m a t i o n from the l a s t r e p o r t of examina-
t i o n o f the bank and recent branch, t r u s t or a f f i l i a t e 
r e p o r t s , as a p p l i c a b l e , i n c l u d i n g c o n f i d e n t i a l remarks 
concerning the o v e r a l l r a t i n g of the bank, f i n a n c i a l 
c o n d i t i o n , c l a s s i f i e d a s s e t s , management, earnings, 
p o l i c i e s , c a p i t a l , ownership, and f u t u r e prospects. 
2 . Information from a p p l i c a b l e examination r e p o r t s of 
banks w i t h which persons being considered by the OCC 
are or have been a f f i l i a t e d . 
3. Information from OCC records and the a p p l i c a b l e s t a t e 
banking s u p e r v i s o r concerning the s t a t u s o f competing 
or r e l a t e d a p p l i c a t i o n s i n o r adjacent t o the primary 
s e r v i c e area. 
4. Information concerning p r o t e s t s , as submitted by pro-
t e s t a n t s , from competing banking o f f i c e s ( n a t i o n a l 
and s t a t e banks, savings and loan a s s o c i a t i o n s , 
b u i l d i n g and loan a s s o c i a t i o n s and mutual savings 
banks) or others. 
5. Information from the F e d e r a l Bureau of I n v e s t i g a t i o n 
(or other a p p l i c a b l e enforcement agencies) concerning 
c r i m i n a l records of o r g a n i z e r s , proposed d i r e c t o r s , 
o f f i c e r s , p r i n c i p a l s t o c k h o l d e r s , or other persons 




1. An economic survey of the primary s e r v i c e area 
supplementing economic i n f o r m a t i o n p r e v i o u s l y sub-
mitted. 
2. The p o p u l a t i o n of the m e t r o p o l i t a n area and the primary 
s e r v i c e area as of the l a s t two dece n n i a l censuses 
and an estimate f o r the current date and two years 
i n the f u t u r e . 
3. Information concerning geographic b a r r i e r s ( l i m i t a t i o n s 
on access) w i t h respect t o the gr e a t e r of the primary 
s e r v i c e area or the area w i t h i n f i v e m i l e s of the 
l o c a t i o n of the proposed branch. 
4. Information a p p l i c a b l e t o proposed branch o f f i c e s 
(domestic or f o r e i g n ) , proposed t r u s t departments, or 
proposed op e r a t i n g s u b s i d i a r i e s t o be formed, etc. 
i n c l u d i n g : 
A. Estimates of income and expenses f o r each of the 
f i r s t three years of operations of the o f f i c e , 
department, or s u b s i d i a r y (intercompany charges 
and c r e d i t s should be st a t e d s e p a r a t e l y ) and 
estimates of new depo s i t s and loans t h a t the 
bank expects t o generate by the end of one 
year of operations and by the end of three 
years of operations because of the a d d i t i o n 
of the o f f i c e , department, or s u b s i d i a r y . 
B. Estimates of the time r e q u i r e d t o place the opera-
t i o n s of the proposed o f f i c e , department, or 
s u b s i d i a r y on a p r o f i t a b l e b a s i s . 
C. A d e s c r i p t i o n of the types of s e r v i c e s t o be 
o f f e r e d . 
D. A d e s c r i p t i o n of the major types of loan demands 
expected. 
E. Information regarding the proposed o f f i c e b u i l d -
i n g and equipment i n c l u d i n g s i z e and purchase 
or lease cost and terms. 
F. The road d i s t a n c e and geographic d i r e c t i o n from 
the main o f f i c e . 
G. Information w i t h respect t o the adequacy of the 
bank's c a p i t a l t o meet l e g a l requirements f o r 
the proposed o f f i c e and investment i n the 
banking quarters. The i n f o r m a t i o n should 
i n c l u d e the proposed o f f i c e and requirements 
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f o r the bank's e x i s t i n g , pending, and approved 
but unopened o f f i c e s , i f any. I f c a p i t a l does 
not meet l e g a l requirements, the bank's plans 
f o r i n c r e a s i n g i t s c a p i t a l t o meet l e g a l 
requirements must be stated. 
Charters 
Information t o be provided by the a p p l i c a n t i n a l l c h a r t e r 
a p p l i c a t i o n s : 
1. B i o g r a p h i c a l and f i n a n c i a l i n f o r m a t i o n concerning pro-
posed management ( d i r e c t o r s and s e n i o r o f f i c e r s ) and 
each proposed stockholder expected t o own 5% or more 
of the outstanding stock. Present forms f o r o b t a i n -
i n g b i o g r a p h i c a l and f i n a n c i a l i n f o r m a t i o n should be 
combined, modified i n scope, and i n s t r u c t i o n s 
c l a r i f i e d . B i o g r a p h i c a l and f i n a n c i a l i n f o r m a t i o n 
on o f f i c e r s and d i r e c t o r s should not be necessary 
when 80% or more of the outstanding stock w i l l be 
owned by a bank h o l d i n g company which p r e s e n t l y owns 
one or more other n a t i o n a l banks. However, i n such 
i n s t a n c e s , complete f i n a n c i a l statements of the bank 
h o l d i n g company f o r the past three years should be 
submitted. 
2. S p e c i f i c and d e t a i l e d economic i n f o r m a t i o n concerning 
the m e t r o p o l i t a n and prime market areas, d e s c r i b i n g 
p o p u l a t i o n trends, geographic b a r r i e r s , and the 
general economic character. (The p r e c i s e informa-
t i o n w i l l be requested by the a p p l i c a t i o n . ) 
3 . Information concerning the proposed bank, i n c l u d i n g 
proposed c a p i t a l i z a t i o n , the types of banking s e r v i c e s 
to be o f f e r e d and proforma balance sheets and income 
statements f o r each of the f i r s t three years of 
operations. 
4. Information regarding the proposed banking house and 
equipment. 
5. Information regarding proposed t r a n s a c t i o n s , i f any, 
w i t h o r g a n i z e r s , proposed d i r e c t o r s , o f f i c e r s , 5% 
or more sto c k h o l d e r s , or r e l a t e d or a f f i l i a t e d 
persons. 
6. Information concerning o r g a n i z e r s , proposed d i r e c t o r s , 
o f f i c e r s , 5% or more stockholders and r e l a t e d or 
a f f i l i a t e d persons r e f l e c t i n g the percent of stock 
to be owned and loans secured by such bank stock. 
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Information to be obtained by the OCC: 
1. Information from recent examination r e p o r t s of e x i s t -
i n g n a t i o n a l or s t a t e banks or branches i n or near 
the primary s e r v i c e area concerning t h e i r performance, 
growth, p r o f i t a b i l i t y , c a p i t a l adequacy, l i q u i d i t y , 
and f u t u r e prospects (to determine adequacy of 
e x i s t i n g banking f a c i l i t i e s ) . 
Conversions 
Information to be provided by the a p p l i c a n t i n a l l con-
v e r s i o n a p p l i c a t i o n s ( f o r conversions to a n a t i o n a l bank): 
1. Complete f i n a n c i a l statements of the bank (ana 
a f f i l i a t e d bank h o l d i n g company, i f any) f o r the 
l a s t f i v e years. 
2. Information concerning the types of banking s e r v i c e s 
o f f e r e d . 
3 . Information concerning d i r e c t o r s , s e n i o r o f f i c e r s , 
and p r i n c i p a l stockholders (those owning 10% or 
more of the outstanding s t o c k ) , i n c l u d i n g name, 
address, p o s i t i o n , years a f f i l i a t e d w i t h the bank, 
percent of stock owned, loans secured by such bank 
stock, and business a f f i l i a t i o n s . 
4. Complete i n f o r m a t i o n concerning a l l agreements (loan, 
employment, le a s e , e t c . ) between the bank and 
d i r e c t o r s , s e n i o r o f f i c e r s , p r i n c i p a l stockholders, 
or a f f i l i a t e d or r e l a t e d persons. 
5. Information concerning other m a t e r i a l c o n t r a c t s and 
agreements. 
6. Information concerning other banking o f f i c e s of the 
a p p l i c a n t , i n c l u d i n g d eposits and loans as of the 
most recent c a l l r e p o r t date and one year p r i o r t o 
such date ( i f deposits and loans are not a v a i l a b l e 
by o f f i c e , provided an estimate and so i n d i c a t e ) , 
and e x i s t i n g banking o f f i c e s , o f f i c e s approved but 
unopened, and pending a p p l i c a t i o n s . 
7. Information concerning a l l other a f f i l i a t e s of the 
a p p l i c a n t i n c l u d i n g name and address, d e s c r i p t i o n 
of operations and date business commenced, and 
complete f i n a n c i a l statements f o r the l a s t f i v e 
years of operations i f such a f f i l i a t e s are s i g n i f i -
cant t o the s i z e or business of the bank. 
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Information to be obtained by the OCC: 
1. P e r t i n e n t i n f o r m a t i o n from a p p l i c a b l e examination re p o r t s 
of the bank by other supervisory agencies i n c l u d i n g 
c o n f i d e n t i a l remarks concerning o v e r a l l r a t i n g of the 
bank, f i n a n c i a l c o n d i t i o n , c l a s s i f i e d a s s e t s , manage-
ment, p o l i c i e s , earnings, c a p i t a l , ownership, and 
f u t u r e prospects. 
Mergers 
Information t o be provided by the a p p l i c a n t i n a l l merger 
a p p l i c a t i o n s : 
1. I d e n t i f i c a t i o n of a l l p a r t i e s t o the merger agreement 
(name, address, and c h a r t e r number). 
2. Complete f i n a n c i a l statements f o r each of the banks 
(and bank h o l d i n g company a f f i l i a t e , i f any) f o r the 
l a s t f i v e years. 
3. Services o f f e r e d by each of the a p p l i c a n t banks. 
4. Designation of management ( d i r e c t o r s and s e n i o r o f f i c e r s ) 
of the s u r v i v i n g e n t i t y . 
5. I d e n t i f i c a t i o n of shareholders owning 10% or more of the 
v o t i n g stock of any merger party or of the r e s u l t a n t 
e n t i t y , i n c l u d i n g : 
A. Name and address. 
B. Percent of present ownership. 
C. Percent of ownership a f t e r proposed merger. 
6. The a p p l i c a n t ' s e s t i m a t i o n of f u t u r e earning prospects 
of each of the banks. P r o j e c t i o n s should cover the 
next three years of operations f o r each of the merger 
p a r t i e s and i n c l u d e p r o j e c t i o n s on a combined ba s i s . 
7. A statement of p u b l i c b e n e f i t s which the a p p l i c a n t s 
b e l i e v e w i l l r e s u l t from the merger, i n c l u d i n g new 
s e r v i c e s to be o f f e r e d i n the market area of the 
bank going out of existence and why the proposed 
merger i s p r e f e r a b l e t o de novo entry or an a l t e r n a t e 
merger. 
8. A n a r r a t i v e d i s c u s s i o n of the e f f e c t of the proposed 
t r a n s a c t i o n on competition. 
9. In a d d i t i o n to a n a r r a t i v e d i s c u s s i o n of the competi-
t i v e impact of the proposed merger, schedules, 
i n c l u d i n g the i n f o r m a t i o n requested below, should be 
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fu r n i s h e d f o r each market area of the merging hanks 
(and a l l a f f i l i a t e s , i n c l u d i n g parents and sub-
s i d i a r i e s ) i n c l u d i n g areas served by branches of 
the merging banks. The schedules should i n c l u d e 
i n f o r m a t i o n f o r each of the t e n l a r g e s t banks i n the 
r e l e v a n t market area; remaining banking o f f i c e s 
should be shown i n the aggregate. The schedules 
should be as of the most recent c a l l report date and 
i n c l u d e the f o l l o w i n g : 
A. Ranking of the i n d i v i d u a l l y l i s t e d banks i n the 
r e l e v a n t market by deposit s i z e . 
B. Percentage of loans of the i n d i v i d u a l l y l i s t e d 
banks i n the r e l e v a n t market area (and d o l l a r 
amount). 
C . Percentage of deposits of the i n d i v i d u a l l y l i s t e d 
banks i n the r e l e v a n t market area (and d o l l a r 
amounts). 
10. A map of the s t a t e i n which the proposed merger p a r t i e s 
are l o c a t e d should accompany the a p p l i c a t i o n . The 
map should show the l o c a t i o n of a l l commercial banking 
o f f i c e s (main o f f i c e s , branches and a f f i l i a t e s ) of 
the a p p l i c a n t and merging bank, as w e l l as a l l other 
banks i n d i v i d u a l l y l i s t e d i n the above schedules. 
A d d i t i o n a l maps of each s e r v i c e area f o r which a 
schedule was prepared above, showing s i m i l a r informa-
t i o n as t h a t i n c l u d e d i n the state-wide map, should 
a l s o be included. 
11. Any fee or compensation t o be paid a broker f o r arrang-
i n g the merger or any other fees paid any person i n 
connection w i t h the merger should be f u l l y explained. 
I f no fees are t o be p a i d , a statement t o that e f f e c t 
should be included. 
12. The a p p l i c a n t s may submit any a d d i t i o n a l i n f o r m a t i o n 
germane t o the proposed merger i n a d d i t i o n to the 
minimum req u i r e d above. 
Information to be obtained by the OCC: 
1. Reports on competitive f a c t o r s from the Attorney 
General and other banking agencies as r e q u i r e d by 
law. 
Trust Powers 
Information t o be provided by the a p p l i c a n t i n a l l a p p l i c a -
t i o n s f o r f i d u c i a r y powers: 
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1. L o c a t i o n of the proposed t r u s t department (banking 
o f f i c e or o f f i c e s which propose o f f e r i n g t r u s t 
s e r v i c e s ) . 
2. Information concerning the proposed t r u s t department, 
i n c l u d i n g : 
A. The types of t r u s t s e r v i c e s t o be o f f e r e d . 
B. Proposed schedule of fees. 
C. A n t i c i p a t e d commencement date. 
D. Proforma income statements f o r each o f the 
f i r s t three years of operations. 
3. Information concerning a f f i l i a t e d banking o f f i c e s , i f 
any, of the a p p l i c a n t and competing o f f i c e s which are 
c u r r e n t l y o f f e r i n g t r u s t s e r v i c e s , i n c l u d i n g name, 
address, d e s c r i p t i o n of s e r v i c e s o f f e r e d , volume of 
business (assets managed and gross fee revenues), 
schedule of fees, and d e s c r i p t i o n of a f f i l i a t i o n . 
F o r e i g n Branches 
Information t o be provided by the a p p l i c a n t i n a l l f o r e i g n 
branch a p p l i c a t i o n s : 
1. Information concerning other f o r e i g n banking o f f i c e s 
of the a p p l i c a n t , i n c l u d i n g e x i s t i n g o f f i c e s , o f f i c e s 
approved but unopened, and pending a p p l i c a t i o n s , 
i n c l u d i n g name and address, date opened, and deposits 
and loans as of the most recent c a l l report date and 
one year p r i o r t o such date. I f d e p o s i t s and loans 
are not a v a i l a b l e by o f f i c e , an estimate should be 
provided. 
Operating S u b s i d i a r i e s 
Information t o be provided by the a p p l i c a n t i n a l l a p p l i c a -
t i o n s t o i n v e s t i n or t o acquire an o p e r a t i n g s u b s i d i a r y : 
1. Complete f i n a n c i a l statements of the bank (and a f f i l i a t e d 
bank h o l d i n g company, i f any) f o r the l a s t f i v e years. 
2. Complete f i n a n c i a l statements of the proposed s u b s i d i a r y 
f o r the l a s t f i v e years of operations. 
3. A d e s c r i p t i o n of the business a c t i v i t i e s of the pro-
posed s u b s i d i a r y i n c l u d i n g the types of businesses 
and customers served, and a b r i e f d e s c r i p t i o n of 
the geographical area i n which the proposed sub-
s i d i a r y conducts i t s general operations. 
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4. L o c a t i o n of the main o f f i c e of the proposed s u b s i d i a r y 
and a l l other o f f i c e s from which i t conducts or w i l l 
conduct business. 
5. I f the a p p l i c a n t now provides ( d i r e c t l y or through a 
s u b s i d i a r y ) any of the same s e r v i c e s as are provided 
by the proposed s u b s i d i a r y , such common s e r v i c e s 
should be i d e n t i f i e d . 
6. I f the proposed s u b s i d i a r y p r e s e n t l y makes or i s 
expected t o make loans or other extensions of c r e d i t 
at any l o c a t i o n s at which the a p p l i c a n t could not 
l e g a l l y have a branch o f f i c e , complete d e t a i l s should 
be f u r n i s h e d . 
7. An e x p l a n a t i o n , i n as much d e t a i l as considered necessary, 
as t o why the current and prosp e c t i v e a c t i v i t i e s of 
the proposed s u b s i d i a r y q u a l i f y i t f o r ope r a t i o n by a 
n a t i o n a l bank. 
8. A d e s c r i p t i o n of any i n t e r e s t i n the proposed s u b s i d i a r y 
now he l d by (1) the a p p l i c a n t ; (2) s u b s i d i a r i e s or 
a f f i l i a t e s of the a p p l i c a n t ; (3) d i r e c t o r s , o f f i c e r s , 
or p r i n c i p a l stockholders of the a p p l i c a n t ; (4) 
r e l a t e d or a f f i l i a t e d persons of any of the above; 
or (5) t r u s t e e s f o r the b e n e f i t of any of the above. 
9. A d e s c r i p t i o n of the i n t e r e s t t o be acquired by the 
a p p l i c a n t (number of shares of each c l a s s outstanding 
and t o be outstanding and number of each c l a s s to be 
acquired). 
10. A d e s c r i p t i o n of the source and amount of c o n s i d e r a t i o n 
i n v o l v e d ( i f an exchange of stock, i n c l u d e the 
number and c l a s s of a p p l i c a n t ' s snares to be exchanged) 
and the ba s i s f o r the v a l u a t i o n of the i n t e r e s t t o 
be acquired. 
11. I f the bank i s t o acquire l e s s than 100 percent of the 
proposed s u b s i d i a r y , the name and i n t e r e s t of any 
other party t h a t w i l l hold an i n t e r e s t i n the pro-
posed s u b s i d i a r y and t h e i r r e l a t i o n s h i p , i f any, to 
the a p p l i c a n t should be given. A d e s c r i p t i o n of any 
business the bank now does w i t h the proposed sub-
s i d i a r y , i n c l u d i n g l i n e s of c r e d i t t o : (1) the pro-
posed s u b s i d i a r y or i t s s u b s i d i a r i e s ; (2) major 
customers or s u p p l i e r s of the proposed s u b s i d i a r y ; 
or (3) fi r m s i n d i r e c t competition w i t h the proposed 
s u b s i d i a r y , should be includ e d . 
12. Information concerning competing banking o f f i c e s (main 
o f f i c e s and branches) of n a t i o n a l and s t a t e banks, 
savings and loan a s s o c i a t i o n s , b u i l d i n g and loan 
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a s s o c i a t i o n s , mutual savings banks, and others which 
are c u r r e n t l y o f f e r i n g s e r v i c e s s i m i l a r t o those 
o f f e r e d or to be o f f e r e d by the proposed s u b s i d i a r y , 
i n c l u d i n g name and address and an estimate, i f 
p o s s i b l e , of the volume and types of s e r v i c e s . 
C a p i t a l Changes 
Information r e q u i r e d from the a p p l i c a n t i n a l l p u b l i c 
o f f e r i n g s : 
1. Relevant p r o v i s i o n s of indentures or agreements r e l a t i n g 
t o c a p i t a l debentures and notes and p r e f e r r e d stock. 
2. An o f f e r i n g c i r c u l a r c o n t a i n i n g s u b s t a n t i a l l y the same 
in f o r m a t i o n as that described i n r e g u l a t i o n s pro-
posed by the FDIC, i n c l u d i n g a complete d e s c r i p t i o n 
of the r i g h t s , preferences and the terms of the 
s e c u r i t y t o be o f f e r e d . 
3. A statement of the bank's plans f o r o b t a i n i n g share-
holder approval of any change i n the bank's a r t i c l e s 
of a s s o c i a t i o n or by-laws. 
4. The p r i n c i p a l purposes f o r which the net proceeds are 
intended to be used and the approximate amount 
intended t o be used f o r each such purpose. 
Information r e q u i r e d from the a p p l i c a n t i n a l l p r i v a t e 
placements: 
1. A complete d e s c r i p t i o n ( i n c l u d i n g a specimen) of the 
s e c u r i t y t o be s o l d , s i m i l a r t o that r e q u i r e d i n a 
p u b l i c o f f e r i n g (as above). 
2. The number of persons t o whom the s e c u r i t i e s are t o 
be s o l d and how the s e c u r i t i e s are to be o f f e r e d . 
3. A d e s c r i p t i o n of the f a c t s and circumstances upon 
which the c l a i m of exemption i s based. 
4. The o f f e r i n g p r i c e of the s e c u r i t i e s on a per 
s e c u r i t y b a s i s and on an aggregate b a s i s . 
5. The p r i n c i p a l purposes f o r which the net proceeds are 
intended t o be used and the approximate amount 
intended t o be used f o r each such purpose. 
6. A d e s c r i p t i o n of any change i n c o n t r o l which w i l l r e s u l t 
from the s a l e or p o t e n t i a l change i n c o n t r o l due to 
subsequent e x e r c i s e of exchange or conversion 
p r o v i s i o n s . 
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Information r e q u i r e d from the a p p l i c a n t i n a l l c a p i t a l 
reductions (other than the redemption of debt at m a t u r i t y ) : 
1. A d e s c r i p t i o n of the s e c u r i t y t o be redeemed, i n c l u d i n g 
amount per share and the aggregate amount. 
2. A complete d e s c r i p t i o n of the reasons f o r b e l i e v i n g 
the redemption of the s e c u r i t i e s would be i n the 
i n t e r e s t of the bank. 
3. A d e s c r i p t i o n o f any change i n c o n t r o l which w i l l 
r e s u l t from the redemption. 
L o c a t i o n Changes 
Supplemental Information: 
1. Information concerning the estimated sale p r i c e and net 
value of the present b u i l d i n g . I f the present 
quarters are leased, i n c l u d e the net book value of 
leasehold improvements and d e t a i l s of plans f o r d i s -
posing of the lease. 
Name Changes 
Information provided by the a p p l i c a n t i n a l l name change 
a p p l i c a t i o n s : 
1. Proposed new name of the bank. I n the event the 
proposed new name does not i n c l u d e the l o c a t i o n 
of the bank's main o f f i c e , the reasons f o r such 
e x c l u s i o n should be stated. 
2. The name and address of other banking o f f i c e s of the 
a p p l i c a n t , i n c l u d i n g e x i s t i n g o f f i c e s , o f f i c e s 
approved but unopened, and pending a p p l i c a t i o n s . 
3. The name and address of any bank or other f i n a n c i a l 
i n s t i t u t i o n w i t h i n the greater of the s t a t e or 200 
miles of any o f f i c e l o c a t i o n of the a p p l i c a n t which 
has the same or a s i m i l a r name as that proposed f o r 
the a p p l i c a n t . 
Information to be obtained by the OCC: 
1. Information from OCC records and records of a p p l i c a b l e 
s t a t e bank su p e r v i s o r s concerning the same or 
s i m i l a r names of e x i s t i n g banks, pending a p p l i c a -
t i o n s f o r new banks, or pending name change a p p l i c a -
t i o n s . 
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APPENDIX V 
RECOMMEND PROCESSING PROCEDURES 
TO BE ADOPTED BY THE OCC WITH 
RESPECT TO CORPORATE FUNCTIONS 
S p e c i f i c processing procedures concerning corporate a p p l i c a -
t i o n s should i n c l u d e the f o l l o w i n g : 
1. The r e g i o n a l corporate s p e c i a l i s t should perform or 
supervise most of the processing procedures, 
i n c l u d i n g : 
A. V e r i f y i n g the adequacy and accuracy of i n f o r -
mation submitted by a p p l i c a n t s . 
B. Obtaining i n f o r m a t i o n from OCC records, exami-
n a t i o n r e p o r t s , other bank or f i n a n c i a l 
i n s t i t u t i o n r e g u l a t o r y agencies, and others. 
C. Contacting the examiner i n charge of the most 
recent examination of the bank and the 
examiner(s) who p a r t i c i p a t e d i n examinations 
of the branch o f f i c e s and i n q u i r i n g as t o 
any comment they may o f f e r concerning the 
a p p l i c a t i o n . 
2. A fee should be charged f o r a l l corporate a p p l i c a t i o n s . 
A d d i t i o n a l comments concerning fees are presented 
elsewhere. 
3. A p p l i c a t i o n s f i l e d w i t h the appropriate fee should be 
accepted and immediately acknowledged by the r e g i o n a l 
o f f i c e . P r o c e s s i n g should be commenced immediately. 
4. Newspaper p u b l i c a t i o n of a l l corporate a p p l i c a t i o n s 
f i l e d should be r e q u i r e d . 
5. V e r i f i c a t i o n of the i n f o r m a t i o n submitted i n a p p l i c a -
t i o n s should i n c l u d e : 
A. Comparing the p r o f i l e of l o a n s , d e p o s i t s , a s s e t s , 
etc . of the a p p l i c a n t bank w i t h OCC records. 
B. Reviewing the maps submitted f o r conformity w i t h 
i n s t r u c t i o n s t o the a p p l i c a t i o n . 
C. Comparing i n f o r m a t i o n concerning other banking 
o f f i c e s of the a p p l i c a n t w i t h OCC records. 
D. Comparing i n f o r m a t i o n concerning competing or 
a f f i l i a t e d banking o f f i c e s w i t h OCC r e c o r d s , 
records of other bank r e g u l a t o r y agencies, or 
other sources. Where records of competing 
o f f i c e s are not a v a i l a b l e t o the OCC d i r e c t l y , 
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w r i t t e n c o n f i r m a t i o n from the other r e g u l a -
t o r y agency or the competing hanking o f f i c e 
should he obtained. 
E. Checking the mathematical accuracy of informa-
t i o n i n the a p p l i c a t i o n ( p r i o r t o the f i e l d 
i n v e s t i g a t i o n , i f any). 
6. The types of s e r v i c e s t o be o f f e r e d should be reviewed 
f o r compliance w i t h sound banking p r a c t i c e s . 
7. Representations concerning banking f a c i l i t i e s and equip-
ment should be reviewed f o r reasonableness and, i f 
considered necessary, agreed t o l e a s e s , purchase 
agreements, c o n s t r u c t i o n c o n t r a c t s , e t c . 
8. A n t i c i p a t e d opening or commencement date should be 
reviewed f o r reasonableness. 
9. Information submitted on the a p p l i c a t i o n concerning the 
m e t r o p o l i t a n and primary s e r v i c e area should be adequately 
documented and where p o s s i b l e v e r i f i e d without a v i s i t 
t o the area. 
10. Geographic b a r r i e r s ( l i m i t a t i o n s on access) should be 
v e r i f i e d by personal knowledge ( v i s i t t o the area or 
f a m i l i a r i t y w i t h the area). 
11. P o p u l a t i o n information/estimates should be agreed t o 
p u b l i c records or sources provided by the a p p l i c a n t . 
I f , i n the l a t t e r case, the source i s not considered 
r e l i a b l e or independent, the i n f o r m a t i o n should be 
agreed t o a source acceptable t o the OCC. 
12. B i o g r a p h i c a l and f i n a n c i a l i n f o r m a t i o n concerning pro-
posed d i r e c t o r s , s e n ior o f f i c e r s and p r i n c i p a l stock-
holders should be v e r i f i e d t o the extent p r a c t i c a b l e . 
Employment experience of proposed o f f i c e r s and 
d i r e c t o r s should be considered i n r e l a t i o n to the 
s e r v i c e s t o be o f f e r e d . 
13. Information concerning agreements between the a p p l i c a n t 
and d i r e c t o r s , s e n ior o f f i c e r s , p r i n c i p a l s t o c k h o l d e r s , 
or r e l a t e d or a f f i l i a t e d persons should be reviewed 
f o r reasonableness ( i . e . , that which would p r e v a i l i n a 
s i m i l a r t r a n s a c t i o n between u n r e l a t e d p a r t i e s ) and, i f 
considered necessary, agreed t o appropriate documenta-
t i o n . 
14. The r e g i o n a l o f f i c e corporate s p e c i a l i s t should communi-
cate w i t h character references l i s t e d by the a p p l i c a n t 
and w i t h other bankers i n the area to o b t a i n p e r t i n e n t 
f a c t s concerning the proposed bank. A d d i t i o n a l data 
should be v e r i f i e d by the r e g i o n a l corporate s p e c i a l i s t 
as considered necessary. 
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15. The proforma balance sheets and income statements and 
other estimates or f o r e c a s t s of the a p p l i c a n t should 
be reviewed f o r reasonableness and, i f considered 
necessary, agreed t o supporting workpapers and source 
documents. 
16. The review of i n f o r m a t i o n i n c l u d e d i n the a p p l i c a t i o n , 
as i t p e r t a i n s t o matters of F e d e r a l or s t a t e laws 
or r e g u l a t i o n s or i n n o v a t i v e or questionable i n t e r -
p r e t a t i o n s of F e d e r a l or s t a t e laws or r e g u l a t i o n s 
should be reviewed by the r e g i o n a l counsel or 
counsel i n the Law Department of the Washington 
o f f i c e . Matters i n v o l v i n g f o r e i g n laws or r e g u l a -
t i o n s should a l s o be reviewed by the Law Department 
i n the Washington o f f i c e . 
17. Data submitted by p r o t e s t a n t s , e i t h e r through w r i t t e n 
p r o t e s t s or at hearings, should be v e r i f i e d by appro-
p r i a t e OCC personnel p r i o r t o reaching a recommenda-
t i o n on the a p p l i c a t i o n . Information which would 
have no bearing on the recommendation or d e c i s i o n 
should not be v e r i f i e d . Because of the d e s i r a b i l i t y 
f o r v e r i f i c a t i o n , a l l f a c t s submitted t o the OCC sup-
p o r t i n g p r o t e s t s , whether contained i n a w r i t t e n 
p r o t e s t or presented o r a l l y a t a hearing, should 
i n c l u d e the source of the i n f o r m a t i o n . 
18. Hearings, when requested or otherwise considered neces-
sary by the r e g i o n a l o f f i c e , should be granted. The 
hearings should be attended by the r e g i o n a l counsel, 
the r e g i o n a l corporate s p e c i a l i s t and e i t h e r the 
r e g i o n a l a d m i n i s t r a t o r or h i s deputy. 
19. A f i e l d i n v e s t i g a t i o n , when necessary, should be scheduled 
a f t e r the hearing. Such i n v e s t i g a t i o n should be per-
formed by an examiner f a m i l i a r w i t h the r e l e v a n t market. 
A w r i t t e n r e p o r t covering s p e c i f i c matters, as requested 
by the corporate s p e c i a l i s t , should be prepared. The 
time allowed f o r the f i e l d i n v e s t i g a t i o n should be f l e x -
i b l e , depending upon the c o m p l e x i t i e s of the a p p l i c a t i o n . 
For t r a i n i n g purposes, an inexperienced examiner may be 
assigned t o a s s i s t the experienced examiner w i t h f i e l d 
i n v e s t i g a t i o n s . 
20. A f t e r v e r i f y i n g and e v a l u a t i n g data submitted, the 
r e g i o n a l corporate s p e c i a l i s t should recommend 
approval or d i s a p p r o v a l of the a p p l i c a t i o n . 
21. A f t e r the recommendation by the r e g i o n a l corporate 
s p e c i a l i s t , the r e g i o n a l a d m i n i s t r a t o r should prepare 
h i s recommendation or d e c i s i o n concerning the 
a p p l i c a t i o n . 
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22. On a p p l i c a t i o n s where d e c i s i o n a u t h o r i t y i s r e t a i n e d 
by the Comptroller i n Washington ( c h a r t e r s , con-
v e r s i o n s , mergers, and f o r e i g n branches), the f i l e 
should be forwarded t o Washington w i t h the recom-
mendation of the r e g i o n a l a d m i n i s t r a t o r . I t 
should be reviewed, by the appropriate person 
designated as s p e c i a l i s t f o r each a c t i v i t y , f o r 
adherence t o d e c i s i o n g u i d e l i n e s . The s p e c i a l i s t 
should then prepare a summary, i n c l u d e h i s 
recommendation, and forward the f i l e t o the Comp-
t o l l e r f o r h i s d e c i s i o n . The r e g i o n a l a d m i n i s t r a -
t o r should be advised of the d e c i s i o n and the f i l e 
r e turned t o the r e g i o n a l o f f i c e . 
23. The r e g i o n a l a d m i n i s t r a t o r should advise the a p p l i -
cant of the d e c i s i o n and, I f approved, of any other 
c o n d i t i o n s which must be met. 
24. Assuming approval of the a p p l i c a t i o n : 
A. The r e g i o n a l o f f i c e should send a d d i t i o n a l 
forms and i n s t r u c t i o n s t o the a p p l i c a n t , 
as necessary. In c h a r t e r a p p l i c a t i o n s , 
the r e g i o n a l o f f i c e should f u r n i s h the 
a p p l i c a n t w i t h samples of what the OCC 
b e l i e v e s t o be examples of bank p o l i c y 
( o r at l e a s t a l i s t of s p e c i f i c areas 
which should be covered by w r i t t e n bank 
p o l i c y ) . 
B. P r i o r t o the opening of the bank, the 
d i r e c t o r s should adopt w r i t t e n p o l i c i e s 
and procedures concerning major areas of 
operations. Such p o l i c i e s are t o be 
reviewed by the OCC p r i o r t o the opening 
of the bank. 
C. Required forms, as r e c e i v e d , should be 
reviewed as necessary by the r e g i o n a l 
corporate s p e c i a l i s t , the r e g i o n a l counsel, 
the r e g i o n a l a d m i n i s t r a t o r , e t c . 
D. A f t e r the r e g i o n a l o f f i c e has completed a l l 
r e q u i r e d procedures, and the a p p l i c a n t has 
s a t i s f i e d a l l c o n d i t i o n s f o r approval, the 
a p p l i c a n t should be given f i n a l approval. 
Where d e c i s i o n a u t h o r i t y i s r e t a i n e d by the 
Comptroller, the r e g i o n a l a d m i n i s t r a t o r 
should n o t i f y Washington tha t a i l c o n d i t i o n s 
have been s a t i s f i e d . Washington, a f t e r 
f i n a l review of the a p p l i c a t i o n f i l e and con-
currence by the Comptroller, should give f i n a l 
approval t o the a p p l i c a t i o n . A l l d e c i s i o n s 
should be communicated t o the a p p l i c a n t by 
the r e g i o n a l a d m i n i s t r a t o r . 
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In a d d i t i o n t o the above general processing and v e r i f i c a t i o n 
procedures the f o l l o w i n g procedures are a p p l i c a b l e t o s p e c i f i c a p p l i -
c a t i o n s , as i n d i c a t e d . 
Charters 
1. In approving the proposed name f o r a new bank, the OCC 
should c a r r y out the procedures mentioned l a t e r under "Name Changes". 
2. A f i e l d i n v e s t i g a t i o n would appear t o be necessary f o r 
each a p p l i c a t i o n . 
3. P r i o r t o the sale of stock, the r e g i o n a l o f f i c e must review 
and approve an o f f e r i n g c i r c u l a r (except i n the case of bank ho l d i n g 
companies a c q u i r i n g 80% or more of the outstanding s t o c k ) . Addi-
t i o n a l comments concerning o f f e r i n g c i r c u l a r s are discussed elsewhere. 
4. A f t e r a l l r e q u i r e d c o n d i t i o n s are s a t i s f i e d by the bank i n 
o r g a n i z a t i o n , but before the opening of the bank, the r e g i o n a l o f f i c e 
should perform a f i e l d review. This review should i n c l u d e the proce-
dures c u r r e n t l y performed during a "ten-day v i s i t " (the i n s p e c t i o n 
by a n a t i o n a l bank examiner now conducted w i t h i n t e n days a f t e r a new 
bank opens f o r b u s i n e s s ) . In a d d i t i o n , the w r i t t e n p o l i c i e s and 
procedures adopted by the bank should be reviewed. The examiner 
should a l s o check compliance w i t h r e p r e s e n t a t i o n s o f the organizers 
made i n the a p p l i c a t i o n and other data submitted t o the OCC. The 
bank should not be permitted t o open u n t i l a l l d e f i c i e n c i e s are c o r -
r e c t e d t o the s a t i s f a c t i o n o f the r e g i o n a l a d m i n i s t r a t o r . 
5. The examination c u r r e n t l y performed s i x t y days a f t e r the 
bank opens should be continued. Bank compliance w i t h the p o l i c i e s 
adopted by i t s board of d i r e c t o r s should be reviewed at such time. 
Conversions 
1. Information concerning the f i n a n c i a l statements of the 
a p p l i c a n t should be reviewed f o r reasonableness and agreed t o c a l l 
r e p o r t s and, i f a v a i l a b l e , p u b l i s h e d f i n a n c i a l statements. 
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2. Information concerning a f f i l i a t e s should be agreed t o OCC 
records, records of other r e g u l a t o r y agencies, or other sources as 
a p p l i c a b l e . 
3. The r e g i o n a l o f f i c e corporate s p e c i a l i s t should communicate 
w i t h other bankers i n the area t o o b t a i n p e r t i n e n t f a c t s concerning 
the a p p l i c a n t and i t s d i r e c t o r s and s e n i o r o f f i c e r s . A l l informa-
t i o n obtained should be v e r i f i e d by the r e g i o n a l corporate s p e c i a l i s t . 
4. F o l l o w i n g completion of the v e r i f i c a t i o n and e v a l u a t i o n of 
a l l data submitted, the r e g i o n a l a d m i n i s t r a t o r , i n conjunction w i t h 
the r e g i o n a l corporate s p e c i a l i s t , should determine i f an examination 
by the OCC i s necessary. 
Mergers 
Emergency Mergers: 
1. The processing of emergency mergers should be performed i n 
Washington under the d i r e c t i o n of a s p e c i a l i z e d group r e s p o n s i b l e f o r 
problem bank matters w i t h involvement of the r e g i o n a l a d m i n i s t r a t o r 
and. r e g i o n a l o f f i c e s t a f f . 
Non-emergency Mergers: 
1. A f t e r an i n i t i a l review of a merger a p p l i c a t i o n , a copy 
should be sent t o the Washington o f f i c e , the Attorney General, and 
other bank r e g u l a t o r y agencies, as r e q u i r e d by law. 
2. Information concerning the f u t u r e earnings prospects of 
each merger p a r t y , and combined, should be reviewed f o r reasonable-
ness and, i f considered necessary, agreed t o supporting workpapers 
and source documents. 
3. P u b l i c b e n e f i t s which the a p p l i c a n t s b e l i e v e w i l l r e s u l t 
from the merger should be reviewed f o r reasonableness. The capa-
b i l i t y o f the merged banks t o provide such b e n e f i t s , as w e l l as 
a l t e r n a t i v e sources of such b e n e f i t s or s e r v i c e s , should be care-
f u l l y considered. 
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4. Any fee or compensation to be p a i d a broker f o r a r r a n g i n g the 
merger or any other fees to be p a i d any person i n connection w i t h the 
merger should be confirmed and considered f o r reasonableness. 
5. In reviewing l e g a l aspects of merger a p p l i c a t i o n s , the 
r e g i o n a l counsel should consult w i t h Washington a t t o r n e y s s p e c i a l i z i n g 
i n mergers. 
6. In processing merger a p p l i c a t i o n s and making recommendations 
concerning t h e i r approval o r d i s a p p r o v a l the r e g i o n a l o f f i c e should 
proceed without w a i t i n g f o r the r e p o r t s on competitive f a c t o r s o f the 
A t t o r n e y General or other bank r e g u l a t o r y agencies. I n a d d i t i o n t o 
a review o f the merger f i l e , Washington o f f i c e personnel should review 
and consider r e p o r t s on competitive f a c t o r s r e c e i v e d from the Attorney 
General and other bank r e g u l a t o r y agencies. 
7. F o l l o w i n g the d e c i s i o n of the Comptroller, a Washington 
s p e c i a l i s t f o r mergers should prepare or supervise the p r e p a r a t i o n of 
the r e q u i r e d o p i n i o n covering the d e c i s i o n . 
8. Before an a p p l i c a n t seeks shareholder approval o f a merger, 
the Washington s p e c i a l i s t f o r mergers, w i t h a s s i s t a n c e i n matters o f 
law and accounting, should review and approve the proxy m a t e r i a l s . 
Trust Powers 
1. A f i e l d i n v e s t i g a t i o n , when necessary, should be performed 
by a r e p r e s e n t a t i v e i n t r u s t s f a m i l i a r w i t h the market area. 
2. P r i o r t o the commencement of t r u s t f u n c t i o n s , a f i e l d review 
of p o l i c i e s and procedures adopted by the t r u s t department should be 
performed by a r e p r e s e n t a t i v e i n t r u s t s . The f i e l d review should 
i n c l u d e procedures s i m i l a r to the review recommended f o r new 
c h a r t e r s . The r e p r e s e n t a t i v e i n t r u s t s should a l s o check compliance 
w i t h r e p r e s e n t a t i o n s made i n the a p p l i c a t i o n and r e l a t e d data sub-
m i t t e d to the OCC. The bank should not be permitted to commence 
t r u s t operations u n t i l a l l d e f i c i e n c i e s are c o r r e c t e d to the s a t i s -
f a c t i o n of the r e g i o n a l a d m i n i s t r a t o r . 
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For e i g n Branches 
1. Information concerning the economic character of the country 
(and c i t y ) i n which the proposed branch i s t o be l o c a t e d should be 
v e r i f i e d by Washington personnel. 
2. A domestic f i e l d i n v e s t i g a t i o n , when considered necessary, 
should be scheduled a f t e r a hea r i n g , i f any, and performed by an 
i n t e r n a t i o n a l examiner. Such a f i e l d i n v e s t i g a t i o n w i l l n o rmally be 
necessary when supplemental i n f o r m a t i o n i s requested o r when other 
i n f o r m a t i o n presented cannot be v e r i f i e d by the r e g i o n a l o f f i c e 
s p e c i a l i s t . We expect t h a t i n most circumstances a f o r e i g n f i e l d 
i n v e s t i g a t i o n would not be necessary. 
Operating S u b s i d i a r i e s 
A f t e r r eviewing and a n a l y z i n g a l l i n f o r m a t i o n submitted, 
the r e g i o n a l o f f i c e should determine whether an examination of the 
proposed operating s u b s i d i a r y by the OCC i s necessary. 
C a p i t a l Changes 
1. Reasons f o r s a l e or redemption of s e c u r i t i e s should be 
reviewed f o r reasonableness. 
2. D e s c r i p t i o n of s e c u r i t i e s to be redeemed should be agreed 
to OCC records. 
3. Claims f o r exemption from o f f e r i n g c i r c u l a r requirements 
should be reviewed f o r compliance w i t h r e g u l a t i o n s . 
4. The form and content o f the o f f e r i n g c i r c u l a r should be 
reviewed f o r compliance w i t h r e g u l a t i o n s . Content should be agreed 
to OCC records, recent examination r e p o r t s , etc. 
5. A copy o f the o f f e r i n g c i r c u l a r and a specimen of the 
s e c u r i t y should be sent t o a Washington o f f i c e s p e c i a l i s t f o r review 
of compliance w i t h a p p l i c a b l e laws and r e g u l a t i o n s . (This pro-
cedure does not exempt the r e g i o n a l o f f i c e from i t s r e s p o n s i b i l i t y 
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APPENDIX V 
to review the o f f e r i n g c i r c u l a r . Regional o f f i c e review i s e s p e c i a l l y 
important because of t h e i r f a m i l i a r i t y w i t h banks i n t h e i r region.) 
6. F o l l o w i n g completion o f the review o f the o f f e r i n g c i r c u l a r 
by the Washington o f f i c e s p e c i a l i s t , any comments or d e f i c i e n c i e s 
noted should be t r a n s m i t t e d t o the r e g i o n a l corporate s p e c i a l i s t . I f 
the o f f e r i n g c i r c u l a r r e q u i r e s amendment o r c o r r e c t i o n , the Washington 
review o f the amended o f f e r i n g c i r c u l a r should be repeated. 
Changes i n L o c a t i o n 
1. A p p l i c a n t s denied because r e l o c a t i o n i s determined t o be 
the c l o s i n g o f one o f f i c e and the opening o f another should be 
advised t o f i l e a branch a p p l i c a t i o n . 
Name Changes 
1. N o t i f i c a t i o n o f the intended name change should be r e q u i r e d 
to be publishe d i n a newspaper o f general c i r c u l a t i o n i n the c i t y or 
county where: (1) the main o f f i c e o f the a p p l i c a n t i s l o c a t e d ; and, 
(2) any branch o f f i c e of the a p p l i c a n t i s l o c a t e d . 
2. The l i s t obtained from the a p p l i c a n t o f names of other banks 
or f i n a n c i a l i n s t i t u t i o n s which are the same or s i m i l a r t o the pro-
posed name o f the a p p l i c a n t should be compared to the l i s t prepared 
by the OCC. 
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APPENDIX VI 
SUGGESTED LISTING OF PROFESSIONAL 
TRAINING COURSES 
Schedule Course Content Page 
A Commercial Examinations 1 
B I n t e r n a t i o n a l Examinations 6 
C Trust Examinations 9 
D EDP Examinations 14 
E Attorneys 18 
F Economists 20 
G Management 21 
Suggested Workshops 21 
Class Schedule 24 
NOTE: This l i s t i n g o f course contents i s merely i l l u s t r a -
t i v e and does not encompass the e n t i r e range of t o p i c s 
which should he considered. 
COMMERCIAL EXAMINATIONS APPENDIX VI 
SCHEDULE A 
SUGGESTED PROFESSIONAL TRAINING COURSES 
CAREER 
YEAR SUBJECT 
0 General O r i e n t a t i o n to the P r o f e s s i o n and the OCC 
Programmed I n s t r u c t i o n Booklets -
. Basic bank-accounting & panel book 
. Cash count procedures 
. Proving s e r i e s "E" savings bonds 
. Proving d e p o s i t s & panel book 
. E v a l u a t i o n of bank-owned s e c u r i t i e s & panel book 
R e s p o n s i b i l i t i e s of A s s i s t a n t Examiners 
Personal and P r o f e s s i o n a l R e l a t i o n s h i p s 
P r i n c i p l e s of Bank Operations 
Examining: B a s i c Concepts 
F i n a n c i a l Statements of a Bank and Methods of Accounting 
T e l l e r ' s Proof 
Delayed P o s t i n g 
Confirmation Procedures 
Operations of Trust Departments 
0-2 P r e p a r a t i o n and O r g a n i z a t i o n of Working Papers 
S t a t i s t i c a l Sampling f o r Bank Examination 
E v a l u a t i o n of I n t e r n a l C o n t r o l 
Basic Bank Accounting - Records and Transactions Flow 
Deposit Examination 
EDP P r i n c i p l e s f o r the Commercial Examiners 
Audit and I n t e r n a l C o n t r o l s 
An I n t r o d u c t i o n to C r e d i t s 
C o l l a t e r a l 
F i x e d Assets and Other Real E s t a t e 








0-2 Corporate P r a c t i c e s 
Investment Department Examination 
Real E s t a t e Loans 
Consolidated Report of C o n d i t i o n 
C a p i t a l Accounts 
Bank Insurance 
I n s t a l l m e n t Loans 
Truth i n Lending - R e g u l a t i o n Z 
F a i r C r e d i t Reporting Act 
Trust Department Examination 
Report of Examination 
P r e p a r a t i o n of Examination Reports and Reporting Problems 
W r i t i n g and E d i t i n g 
E v a l u a t i o n of Bank Management 
Duties and L i a b i l i t i e s o f D i r e c t o r s of N a t i o n a l Banks 
Loans and Leases - Basic Concepts of C r e d i t 
Commercial Loans 
Real E s t a t e Loans 
I n s t a l l m e n t C r e d i t Loans 
Leases 
Cash Flow Studies 
Laws and Regulations -
. Corporate powers and investment s e c u r i t i e s (12 USC 24) 
. A u t h o r i t y to h o l d r e a l e s t a t e (12 USC 29) 
. Withdrawal of c a p i t a l ; d i v i d e n d s ; bad debts (12 USC 56) 
. Dividends (12 USC 60) 
. Indebtedness of n a t i o n a l banks (12 USC 82) 
. Lending l i m i t s (12 USC 84) 
. F i n a n c i a l agents of the government; d e p o s i t o r i e s of 
p u b l i c money (secured d e p o s i t s ) (12 USC 90) 
. Real e s t a t e loans (12 USC 371) 
. Loans to a f f i l i a t e s (12 USC 371(c)) 






3-5 . Investment i n bank premisies (12 USC 371 (d)) 
. Acceptances of d r a f t s or b i l l s of exchange (12 USC 372) 
. Loans to executive o f f i c e r s - R e g u l a t i o n 0 (Federal 
Reserve Board) (12 USC 375 (a)) 
. A f f i l i a t i o n w i t h companies engaged i n d i s t r i b u t i o n of 
s e c u r i t i e s (12 USC 377) 
. F o r e i g n branches and banking (12 USC 601) 
. Changes i n c o n t r o l of bank (12 USC 1817 ( j ) ) 
. Bank Holding Company Act (12 USC 1841) 
. Bank s e r v i c e corporations (12 USC 1861) 
. Bank P r o t e c t i o n Act of 1968 (12 USC 1881) 
. Shareholder annual r e p o r t (12 CFR 11) 
. Investment i n small business investment companies 
(15 USC 682 (b)) 
. Consumer c r e d i t p r o t e c t i o n (15 USC 1601) 
. Crimes and p e n a l t i e s (18 USC) 
. Reports of currency and f o r e i g n t r a n s a c t i o n s (31 USC) 
L i q u i d i t y 
Asset Management 
L i a b i l i t y Management 
Funds Management 
C a p i t a l 
Bank V i s i t a t i o n s 
I n v e s t i g a t i o n s - Charters, Branches, Mergers 
Meeting w i t h the Board of D i r e c t o r s 
A f f i l i a t e s and R e l a t e d Organizations 
Uniform Commercial Code 
5 and 
above Examination Planning and Time Management 
On-The-Job T r a i n i n g and Personnel E v a l u a t i o n s 
C o n s t r u c t i v e S e r v i c e Approach to Examining 
E f f e c t i v e Counseling 
R e s p o n s i b i l i t i e s of Commissioned N a t i o n a l Bank Examiner 
Fed e r a l Income Taxation of Banks 







above Loan A d m i n i s t r a t i o n and S u p e r v i s i o n 
L i a b i l i t i e s of a Corporate F i d u c i a r y 
Dealing w i t h Problem Banks 
Commitments and Contingent L i a b i l i t i e s 
Subsequent Events 
L i q u i d i t y and Market V a l u a t i o n of Investment P o r t f o l i o 
A n a l y s i s of Earnings 
Loan Losses and Other Reserves 
S u p e r v i s i o n and Personnel A d m i n i s t r a t i o n 
Q u a l i t y C o n t r o l Review Procedures 
Bank Marketing P o l i c i e s and Procedures 
Monetary Economics 
Managerial Economics 
Banking and P u b l i c A f f a i r s 
F i n a n c i a l P l a n n i n g f o r a Bank 
The Money and C a p i t a l Market 
Long-Term Corporate Budgeting 
P r i c i n g P o l i c i e s of Banks 
P h i l o s o p h i e s o f Bank Management 
Annual Seminar on the Business and C r e d i t Outlook 
Processes and Techniques of A n a l y z i n g Bank P o l i c i e s 
P r e v e n t i o n of Bank Frauds 
Investment and F o r e c a s t i n g 
Advanced C r e d i t A n a l y s i s Seminars 
S p e c i a l -
i s t - Development of s p e c i a l e x p e r t i s e w i l l r e q u i r e more in-depth 
study of the subject (accounting, c r e d i t , examination pro-
cedures, l e a s i n g , bank and bank h o l d i n g company r e p o r t i n g 
and d i s c l o s u r e , e t c . ) . S p e c i a l programs must be 




ELECTIVE PROGRAM COURSES 
P r a c t i c a l E n g l i s h and the Command of Words 
Vocabulary development, p r o n u n c i a t i o n , punctuation, and 
other b a s i c s of e f f e c t i v e use of E n g l i s h , both spoken 
and w r i t t e n . 
Business W r i t i n g 
P r i n c i p l e s of w r i t i n g business l e t t e r s and r e p o r t s . 
Includes s e l e c t i n g proper words and phrases, c l e a r 
sentence c o n s t r u c t i o n , and or g a n i z i n g ideas f o r 
e f f e c t i v e , meaningful communication. 
Speed Reading f o r Comprehension 
Ou t l i n e of techniques and e x e r c i s e s i n speed reading. 
Includes methods t o in c r e a s e reading speed and 
simultaneously t o inc r e a s e comprehension. 
Operational A u d i t i n g 
Study of the f u n c t i o n and o b j e c t i v e s of o p e r a t i o n a l 
a u d i t i n g . Role of the o p e r a t i o n a l a u d i t o r i n the 





SUGGESTED PROFESSIONAL TRAINING COURSES 
I n t e r n a t i o n a l examiners should p a r t i c i p a t e i n the commercial 
examiner t r a i n i n g program. The t r a i n i n g program f o r i n t e r n a t i o n a l 
examiners i s l i m i t e d to i n t e r n a t i o n a l banking a c t i v i t i e s and the 
examination the r e o f . 
CAREER 
YEAR SUBJECT 
1-2 O r i e n t a t i o n to I n t e r n a t i o n a l Examination - U. S. 
Overseas Banking - i t s Past, Present, and 
Future 
I n t e r n a t i o n a l Department Organization and Operations 
Foreign Exchange and Offshore Money Markets 
I n t e r n a t i o n a l Accounting Controls and Bank P r a c t i c e s 
and P o l i c i e s R e l a t i n g to Foreign Exchange 
L e t t e r s of C r e d i t - High Ris k and Low Risk 
Edge Act Corporations, Foreign A f f i l i a t e s and 
Investments 
Examination of NOSTRO and VOSTRO Accounts 
Unique C h a r a c t e r i s t i c s of Guarantees Used i n 
I n t e r n a t i o n a l Lending A c t i v i t i e s 
F o r e i g n Exchange Trading 
T r a n s l a t i o n 
Acceptances 
Segment F i n a n c i a l Statements and B e t t e r I n t e r -
n a t i o n a l D i s c l o s u r e 
P r i c i n g I n t e r n a t i o n a l Loans - Domestic or 
Offshore 
E v a l u a t i o n of Management of I n t e r n a t i o n a l D i v i s i o n s 
The Use of Commitments i n I n t e r n a t i o n a l Finance 
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w i t h 
continuous 
r e f r e s h e r 
courses 
SUBJECT 
Workshops on Assessing the R i s k of I n t e r n a t i o n a l 
Loans 
I n t e r n a l Accounting C o n t r o l and Relevant Bank 
P o l i c i e s and P r a c t i c e s 
Lavs and Regulations -
For e i g n branches and banking (12 USC 601) 
Information concerning c o n d i t i o n s of f o r e i g n 
branches (12 USC 602) 
Conditions f o r purchase of stock of f o r e i g n 
banking corporations by n a t i o n a l banks 
(12 USC 603) 
Accounts of f o r e i g n branches (12 USC 604) 
Regulations p e r t a i n i n g t o f o r e i g n branches 
(12 USC 604a) 
N a t i o n a l bank investments i n banking corpora-
t i o n s a u t h o r i z e d to do f o r e i g n banking 
business (12 USC 618) 
Reports of currency and f o r e i g n t r a n s a c t i o n s 
( T i t l e 31) 
I n t e r n a t i o n a l operations (12 CFR 20) 
Fo r e i g n A c t i v i t i e s of N a t i o n a l Banks 
( R e g u l a t i o n M) 
Corporations Engaged i n F o r e i g n Banking and 
Fina n c i n g under the F e d e r a l Reserve Act 
(R e g u l a t i o n K) 
For e i g n Operations (Chapter 18 of Published 
I n t e r p r e t a t i o n s of Board of Governors of the 
F e d e r a l Reserve System) 
I n t e r n a t i o n a l Economics - A General Overview 
I n t e r n a t i o n a l C r e d i t Agreements, I n c l u d i n g 
U. S. Loans which are Financed by Offshore 
Borrowings 











I n t e r n a t i o n a l D i v i s i o n Examination Report and 
Fo r e i g n Branch Examination Report 
In-depth Case Study of E f f e c t i v e Management 
of I n t e r n a t i o n a l Lending A c t i v i t i e s 
I n t e r n a t i o n a l Money and C a p i t a l Markets 
I n t e r n a t i o n a l Monetary System 
Reporting P r a c t i c e s f o r M u l t i n a t i o n a l Companies 
I n t e r n a t i o n a l Economics 
In-depth Studies of S p e c i f i c Countries or 
Geographic Areas -
Economics - past, present, and f u t u r e 
Language and customs 
Laws and r e g u l a t i o n s 
P o l i t i c a l environment 
United States p o s i t i o n on the country 
Improved Methods of Examining I n t e r n a t i o n a l 
Operations 
L i t i g a t i o n Related to I n t e r n a t i o n a l A c t i v i t i e s 
S p e c i a l F i n a n c i a l Terminology and Business 
Customs f o r Various Countries 
P a r t i c i p a t i o n i n C r e d i t Instruments O r i g i n a t e d 




TRUST EXAMINATIONS  
SUGGESTED PROFESSIONAL TRAINING COURSES 
CAREER 
YEAR SUBJECT 
0-2 General O r i e n t a t i o n t o the P r o f e s s i o n and the OCC 
R e s p o n s i b i l i t i e s of A s s i s t a n t s i n Trusts 
Regulation 9 - F i d u c i a r y Powers of N a t i o n a l Banks and 
C o l l e c t i v e Investments Funds 
Personal and P r o f e s s i o n a l R e l a t i o n s h i p s 
P r e p a r a t i o n and Organization of Working Papers 
S t a t i s t i c a l Sampling f o r Bank Examination 
EDP P r i n c i p l e s f o r the Trust Examiner 
Overview of Standard Form Trust Report of Examination 
Overview of the Commercial Examination 
B a s i c Trust Accounting - Records and Transaction Flow 
E v a l u a t i o n of I n t e r n a l C o n t r o l 
I n t e r n a l C o n t r o l Systems and A u d i t i n g f o r a Trust 
Department 
The General Law of Trusts 
Study of A p p l i c a b l e State S t a t u t e s and Supervisory Rules 
and Regulations 
Trust Department Or g a n i z a t i o n -
Trust c l e a r i n g d i v i s i o n 
Bookkeeping d i v i s i o n 
S e c u r i t y clearance d i v i s i o n 
Accounting or remittance d i v i s i o n 
S e c u r i t y v a u l t d i v i s i o n 
Fee or commission d i v i s i o n 
P r i n c i p l e and income c o l l e c t i o n d i v i s i o n 
Stock t r a n s f e r d i v i s i o n 
Stock r e g i s t r a r d i v i s i o n 
Corporate t r u s t e e d i v i s i o n 






0-2 Trust S e r v i c e s D i v i s i o n s -
Tax d i v i s i o n 
Investment d i v i s i o n 
Business development d i v i s i o n 
Real e s t a t e d i v i s i o n 
Personal Trust Accounts -
Est a t e s 
Testamentary t r u s t s 
L i v i n g , v o l u n t a r y , or i n t e r - v i v o s t r u s t s 
Guardianships 
Committeeships 
F i d u c i a r y agency accounts 
Investment a d v i s o r y accounts 
Investment management accounts 
Custodian or safekeeping accounts 
Dry or unfunded t r u s t s 
Standby t r u s t s , f u l l y funded 
Insurance t r u s t s 
Agency accounts 
Employee B e n e f i t T r u s t s -
Pension t r u s t s 
P r o f i t - s h a r i n g t r u s t s 
T h r i f t p l a n t r u s t s 
Self-employed retirement t r u s t s 
Employee b e n e f i t t r u s t agencies 
C o l l e c t i v e Investment of Trust Funds -
Personal t r u s t common t r u s t funds 
a) l e g a l funds 
b) d i s c r e t i o n a r y funds 
c) tax-exempt funds 
Employee b e n e f i t t r u s t commingled investment funds 
a) e q u i t y funds 
b) fixed-income funds 
c) mortgage funds 
d) r e a l e s t a t e funds 
e) commercial paper short-term investment funds 






0-2 Corporate t r u s t and corporate agency accounts -
Trusts 
a) t r u s t e e under indenture of t r u s t f o r the 
p r o t e c t i o n of bondholders 
b) bond and coupon-paying accounts 
c) f i s c a l agencies 
d) escrows 
Agencies 
a) stock t r a n s f e r agencies 
b) r e g i s t r a r 
c) d i v i d e n d d i s b u r s i n g agencies 
d) s p e c i a l s e r v i c e s , corporate a c t i o n 
Mutual fund s e r v i c e s 
a) shareholder accounting, i n c l u d i n g c e r t i f i c a t e 
accounts, p l a n accounts, and reinvestment 
accounts 
b) Keogh p a r t i c i p a n t s ' accounts 
c) c o n t r a c t u a l 
d) s p e c i a l s e r v i c e s , corporate a c t i o n 
e) accounting and p r i c i n g 
A d m i n i s t r a t o r s h i p s and Executorships 
A d m i n i s t r a t i o n of Agencies 
A d m i n i s t r a t i o n of Guardianships 
The Role of the Trust Department i n Commercial Banking 
3-5 A n a l y z i n g F i n a n c i a l Statements 
P r e p a r a t i o n of Report of Examination and Reporting 
Problems 
W r i t i n g and E d i t i n g 
E v a l u a t i o n of Trust Management 
Duties and L i a b i l i t i e s of D i r e c t o r s of N a t i o n a l Banks 
I n v e s t i g a t i o n s - A p p l i c a t i o n s of N a t i o n a l Bank f o r 
F i d u c i a r y Powers 
E s t a t e , G i f t , and Income Taxation 
A d m i n i s t r a t i o n of Personal Trust Accounts 
A d m i n i s t r a t i o n of Employee B e n e f i t T r u s t s 
A d m i n i s t r a t i o n of C o l l e c t i v e Investment Trust Funds 










C o n f l i c t s o f I n t e r e s t , S e l f - d e a l i n g , D i v i d e d L o y a l t y , and 
Other Improper Investments 
Theory o f Trust Investments 
Investments P o l i c i e s and Procedures 
S e c u r i t i e s Laws and L e g i s l a t i o n 
Trust Department Operation and A d m i n i s t r a t i v e P o l i c i e s 
and P r a c t i c e s 
Trust Investments f o r the Smaller Trust Department 
R e s p o n s i b i l i t i e s o f A s s o c i a t e s i n Trusts 
Meeting w i t h Bank O f f i c i a l s 
Economics o f Banking and Business 
Case Studies i n Trust Department Frauds and D e f a l c a t i o n s 
Uniform P r i n c i p l e and Income Act 
A d m i n i s t r a t i o n o f Decendents' Estates 
F i d u c i a r i e s Investment Act 
Account A d m i n i s t r a t i o n P o l i c i e s and Procedures 
Legal Fundamentals of E s t a t e Planning 
In-depth Study o f State and L o c a l Taxation A f f e c t i n g 
Trust Departments 
Examination Planning and Time Management 
On-The-Job T r a i n i n g and Personnel Evaluations 
C o n s t r u c t i v e S e r v i c e Approach t o Examining 
R e s p o n s i b i l i t i e s o f Representatives i n Trusts 
S u p e r v i s i o n and Personnel A d m i n i s t r a t i o n 
P r i c i n g P o l i c i e s o f Trust Departments 
P o r t f o l i o Management 
Q u a l i t y C o n t r o l Review Procedures 
Trust Department Marketing P o l i c i e s and Procedures 
F i n a n c i a l Planning f o r a Trust Department 
Independent CPA's Audit o f the Trust Department. What 











P h i l o s o p h i e s of Bank Management 
Aggressive I n v e s t i n g and the F i d u c i a r y 
The A r t of Es t a t e A n a l y s i s 
Studies of Trust Sales Promotion and Ed u c a t i o n a l Programs 
Comprehensive Study of Investment A n a l y s i s 
Annual Seminar on Current Developments i n -
Examination problems and procedures 
Current laws and r e g u l a t i o n s 
. Developments i n the i n d u s t r y 
Current OCC p o l i c i e s and procedures 
Current economic c o n d i t i o n s and t h e i r e f f e c t on t r u s t 
departments a c t i v i t i e s 
S p e c i a l i s t - Development of s p e c i a l e x p e r t i s e w i l l r e q u i r e in-depth 
study of the subject (accounting, f i d u c i a r y law, 
t a x a t i o n , t r u s t management, investment a n a l y s i s , 
s p e c i a l t r u s t s , e t c . ) . S p e c i a l programs must be 





SUGGESTED PROFESSIONAL TRAINING COURSES 
A l l bank examiners should r e c e i v e some e l e c t r o n i c data-
processing (EDP) t r a i n i n g so that they w i l l be able t o i n t e r a c t more 
e f f e c t i v e l y w i t h the EDP examiners as w e l l as bank EDP personnel. 
A seminar on b a s i c EDP concepts and EDP examination procedures w i l l 
introduce the examiners t o the processes and procedures t h a t they 
w i l l encounter during bank examinations. A bank EDP o r i e n t a t i o n 
seminar, coupled w i t h the IBM Computing System Fundamentals pro-
grammed i n s t r u c t i o n course, should provide examiners w i t h the 
bas i c EDP knowledge necessary t o perform a commercial examination. 
Examination S p e c i a l i s t T r a i n i n g 
Those examiners who e x h i b i t an i n t e r e s t , demonstrate 
a b i l i t y , and i n d i c a t e an a p t i t u d e f o r extended EDP t r a i n i n g should 
be d i r e c t e d toward a t r a i n i n g program tha t would l e a d them t o EDP 
Examination S p e c i a l i s t s . This program, conducted over a 12 t o 18 
month p e r i o d , would enhance the examiner's EDP knowledge and t e c h n i -
c a l e x p e r t i s e . The p r o j e c t e d assignments of the EDP s p e c i a l i s t s 
would determine the amount of t r a i n i n g r e q u i r e d i n the f o l l o w i n g 
areas: 
EDP examination goals and philosophy 
I n t r o d u c t i o n t o computer system, i n c l u d i n g hardware 
f e a t u r e s , a p p l i c a t i o n s software, and system 
software 
Programming languages, i n c l u d i n g both assembly 
languages and h i g h - l e v e l languages such as COBOL, 
FORTRAN, PL/1, and RPG 
Operating systems and c o n t r o l programs 
Systems a n a l y s i s and design 
E v a l u a t i o n of EDP operations 
S e r v i c e bureau c o n s i d e r a t i o n s 





EDP o p e r a t i o n a l , accounting, and s e c u r i t y 
c o n t r o l s 
Telecommunications ( o n - l i n e ) concepts 
These EDP subjects would be supplemented by in-depth sur-
veys of bank EDP systems and banking a p p l i c a t i o n s , w i t h examples of 
EDP examination procedures and experiences. T r a i n i n g should a l t e r -
nate w i t h on-the-job t r a i n i n g assingments supervised by an exper-
ienced EDP Examination S p e c i a l i s t . As the t r a i n e e s become more 
knowledgeable, they could accept a d d i t i o n a l r e s p o n s i b i l i t y i n EDP 
examinations. E v a l u a t i o n s of the examiners progress should be made 
at the c o n c l u s i o n of each t r a i n i n g s e s s i o n and each EDP examination. 
The courses taught can be developed and taught in-house by 
OCC personnel (alone or i n co n j u n c t i o n w i t h a c o n s u l t i n g f i r m t o 
develop EDP education) or courses from outside sources can be u t i -
l i z e d . Many g e n e r a l i z e d EDP courses e x i s t (such as those o f f e r e d 
by Systems Science I n s t i t u t e ) and could be used t o complement those 
courses which are unique t o EDP bank examinations. 
Continuing EDP T r a i n i n g 
Once an examiner has achieved the status of EDP Examination 
S p e c i a l i s t , he could continue h i s t r a i n i n g , according to the needs 
i n h i s p r o j e c t e d examination area, so that he can remain current w i t h 
the more complex and demanding problems and a p p l i c a t i o n s t h a t he w i l l 
encounter. S o p h i s t i c a t e d and s p e c i a l l y t a i l o r e d t r a i n i n g programs 
i n these areas w i l l be necessary. Some of these s p e c i a l programs we 
recommend are: 
Future Developments - New a p p l i c a t i o n s w i l l be pre-
sented t o i n d i c a t e trends i n bank EDP a p p l i c a t i o n s 
and t h e i r a s s o c i a t e d c o n t r o l problems. We e n v i -
s i o n a need f o r continued t r a i n i n g t o deal e f f e c -
t i v e l y w i t h more s o p h i s t i c a t e d EDP a p p l i c a t i o n s 
used by onl y a few banks today w i t h a p o t e n t i a l f o r 
widespread use i n the f u t u r e . Some of the more 




E l e c t r o n i c funds t r a n s f e r system - A network 
of operations designed f o r instantaneous 
movement of funds on despoit i n savings and 
checking accounts and those funds obtained 
through o v e r - d r a f t and c r e d i t arrangements 
t o another account or i n s t i t u t i o n . 
Automated t e l l e r s - Deposit machines, cash 
dispensers, automated t e l l e r s , and other 
unattended e l e c t r o n i c devices designed t o 
provide customers w i t h r e t a i l banking 
s e r v i c e s . 
S e r v i c e Bureaus - C o n t r o l c o n s i d e r a t i o n s where EDP 
operations are performed by an o r g a n i z a t i o n other 
than the bank. 
F a c i l i t i e s Management Arrangements - Bank co n t r a c t s 
w i t h an outside s p e c i a l i s t t o manage the bank's 
EDP personnel and equipment. 
Computer Output M i c r o f i l m - Designed t o overcome a 
b o t t l e n e c k that has developed i n the generation 
of output i n f o r m a t i o n from a computer system. 
F i n a n c i a l A n a l y s i s Aids - Introduce the examiner t o 
a n a l y t i c a l t o o l s that u t i l i z e computers. Tech-
niques a s s o c i a t e d w i t h s t a t i s t i c a l sampling and 
a n a l y s i s programs can be demonstrated. 
On-line Systems - Introduce the concepts, f a c i l i t i e s , 
and terminology a s s o c i a t e d w i t h o n - l i n e systems; 
and describe the impact of o n - l i n e systems on i n t e r -
n a l c o n t r o l operations and EDP examinations. 
Data Base Management Systems - Present a summary of 
i n f o r m a t i o n management systems ( i n c l u d i n g data base 
concepts) and how they d i f f e r from other systems. 
The impact of the data base system upon accounting 
and i n t e r n a l c o n t r o l should be discussed so that 
appropriate examination procedures can be u t i l i z e d . 
Small Systems and Minicomputers - F a m i l i a r i z e exam-
i n e r s w i t h the f e a t u r e s of s m a l l EDP systems, how 
they d i f f e r from l a r g e i n s t a l l a t i o n s , and the 
r e l a t e d i n t e r n a l c o n t r o l and examination considera-
t i o n s ; describe the environment i n which these 




This c o n t i n u i n g education might be accomplished as a p a r t 
of an annual meeting of EDP Examination S p e c i a l i s t s . The program 
would i n c l u d e d i s c u s s i o n s of examination procedures, p o l i c y and pro-
gram changes and updates, and short t e c h n i c a l sessions. The meeting 
would allow f o r the interchange of p r a c t i c e s and ideas of the EDP 




RECOMMENDATIONS FOR ESTABLISHING 
A PROFESSIONAL TRAINING PROGRAM FOR ATTORNEYS 
Specialized professional development i s also appropriate 
for attorneys and their staffs assigned to divisions i n the Law 
Department of the Washington office and i n the regional offices. 
Because of the limited number of personnel involved in each area of 
substantive law, we believe much of the professional development 
program should focus upon attending courses sponsored by the pro-
fessional organizations and institutes. 











Internally generated courses relating to these and other subjects 
should be developed to communicate the knowledge and experience to 
Washington office and regional office personnel. It may be appro-
priate i n certain circumstances to obtain outside professionals, such 
as law professors, to participate i n selected course instruction. 
We believe that benefits may accrue to various Law Depart-
ment personnel by attending and possibly instructing selected techni-




Course m a t e r i a l should a l s o be developed f o r subjects 
r e l a t i n g t o : 
Job o r i e n t a t i o n 
Coordination of Washington and r e g i o n a l o f f i c e 
a c t i v i t i e s 
P r o f e s s i o n a l development of a s s o c i a t e s and s t a f f 
Communications 
Management (see Schedule G) 
Due t o the s p e c i a l i z e d nature of the p r o f e s s i o n a l develop-
ment program f o r a t t o r n e y s , a d d i t i o n a l c o n t r o l s are necessary t o 
insure compliance wi t h adopted OCC t r a i n i n g p o l i c i e s . 
C r e d i t f o r a t t e n d i n g each course should be recorded i n an 
inv e n t o r y of t r a i n i n g f o r each p a r t i c i p a n t . P e r i o d i c a l l y , at l e a s t 
a n n u a l l y , a designated person w i t h i n the Law Department should review 
w i t h each a t t o r n e y h i s or her i n v e n t o r y o f courses attended. The 
purpose of t h i s review would be t o determine that such t r a i n i n g meets 
the q u a l i f i c a t i o n s of the p r o f e s s i o n a l area of a c t i v i t y i n which the 
attorne y i s c u r r e n t l y engaged and a l s o f o r the f u t u r e . 
As discussed elsewhere, a d m i n i s t r a t i v e c o n t r o l s t o assure 




RECOMMENDATIONS FOR ESTABLISHING 
A PROFESSIONAL TRAINING PROGRAM FOR ECONOMISTS 
At the present, the Department of Banking and Economic 
Research c o n s i s t s of a l i m i t e d number of economists and t h e i r s t a f f s . 
We recommend that the s p e c i a l i z e d p r o f e s s i o n a l t r a i n i n g f o r person-
n e l i n t h i s department comprehend the f o l l o w i n g f e a t u r e s : 
Continuation of formal degree education 
Attendance and p a r t i c i p a t i o n i n outside p r o f e s -
s i o n a l , Industry and academic courses r e l a t e d 
t o economics, research and s t a t i s t i c s 
Development of i n t e r n a l l y generated courses f o r 
department s t a f f t o communicate r e l e v a n t know-
ledge and experience t o Washington o f f i c e and 
r e g i o n a l o f f i c e personnel 
P a r t i c i p a t i o n i n appropriate p r o f e s s i o n a l t r a i n -
i n g courses f o r examiners and attorneys 
Development of course m a t e r i a l r e l a t i n g t o : 
.. Job o r i e n t a t i o n 
.. Coordination of Washington and r e g i o n a l 
o f f i c e a c t i v i t i e s 
P r o f e s s i o n a l development of j u n i o r economists 
and s t a f f 
Communications 
. Management (See Schedule G) 
L i k e the s p e c i a l i z e d program of p r o f e s s i o n a l development 
f o r attorneys, s i m i l a r c o n t r o l s are important t o encourage adherence 
t o the adopted OCC t r a i n i n g p o l i c i e s a p p l i c a b l e t o economists. 
Therefore, we recommend adoption of the c o n t r o l s and review pro-






Leadership S t y l e 
This workshop i s based on the i d e n t i f i c a t i o n and a n a l y s i s o f 
a manager's concern f o r p r o d u c t i o n and f o r people i n business s i t u a -
t i o n s and i s aimed at p r o v i d i n g i n s i g h t s i n t o adjustments t o various 
s i t u a t i o n s . 
Planning and Organizing the Examination 
This workshop i s f o r the in-charge examiner and covers the 
func t i o n s o f planning, o r g a n i z i n g , c o o r d i n a t i n g , d i r e c t i n g , and con-
t r o l l i n g the d i f f e r e n t elements t h a t are i n v o l v e d i n the management 
of an examination. 
Problem S o l v i n g and Teamwork 
This workshop i s aimed at i n t r o d u c i n g p a r t i c i p a n t s t o the 
process o f group problem s o l v i n g and examines the p o s i t i v e and nega-
t i v e I n d i v i d u a l elements t h a t surface i n t h i s process. I t shows 
how group problem s o l v i n g can c o n t r i b u t e t o job e f f e c t i v e n e s s by 
f o s t e r i n g teamwork. 
Time Management and Dele g a t i o n 
This workshop i s pointed at h e l p i n g the OCC manager and 
sup e r v i s o r p l a n and s t r u c t u r e the e f f e c t i v e use of time. Among 
other t h i n g s , it covers how to recognize and avoid time wasters 
and how to i d e n t i f y and complete p r i o r i t y work. 
Communications - Overcoming B a r r i e r s 
This workshop develops the various b a r r i e r s t o communica-
t i o n s t h a t o f t e n are r e s p o n s i b l e f o r i n c i d e n t s o f poor performance. 
Examining the concepts o f l i s t e n i n g s k i l l s and multistream communi-
c a t i o n , i t demonstrates p r a c t i c a l e x e r c i s e s and s o l u t i o n s t o over-
coming these b a r r i e r s . 
APPENDIX V I 
SCHEDULE G 
Communications - I n t e r p e r s o n a l Behavior 
This workshop i s o r i e n t e d toward h e l p i n g the p a r t i c i p a n t s 
understand the f a c t o r s t h a t might, on occasion, i n f l u e n c e t h e i r 
t h i n k i n g and behavior. This technique has been s u c c e s s f u l l y a p p l i e d 
by many business o r g a n i z a t i o n s t o improve i n t e r p e r s o n a l r e l a t i o n s 
and communications. 
M o t i v a t i o n and P r o d u c t i v i t y 
This workshop has p a r t i c i p a n t s examine the motivations 
of themselves and others and how these r e l a t e t o the c a l i b e r and 
production of t h e i r work. One o b j e c t i v e i s t o b u i l d g r e a t e r s a t -
i s f a c t i o n i n t o the more r o u t i n e aspects of l o w e r - l e v e l jobs; 
another i s t o r e v i t a l i z e the experienced manager whose i n t e r e s t and 
c r e a t i v e f o r c e s have been d u l l e d by long f a m i l i a r i t y w i t h the job. 
A r t of N e g o t i a t i n g 
This workshop i s aimed at h e l p i n g OCC personnel i n nego-
t i a t i n g s i t u a t i o n s where d i f f e r e n c e s of opinions e x i s t . I t examines 
the dangers of "win-lose" c o n f r o n t a t i o n s and gives d i r e c t i o n f o r 
a r r i v i n g at f a i r and s a t i s f a c t o r y agreements f o r a l l p a r t i e s . 
Performance A p p r a i s a l , Counseling, Career Planning 
This workshop concentrates on g i v i n g s u p e r v i s o r s and man-
agers the understanding and p r a c t i c e t o d e a l e f f e c t i v e l y w i t h one 
of the most important f u n c t i o n s they must perform i f the OCC i s t o 
r e t a i n and develop h i g h - p o t e n t i a l employees. 
Management S e l e c t i o n and Succession 
Continuing w i t h the concepts developed i n the preceding 
workshop, t h i s workshop concentrates on f o r m u l a t i n g executive q u a l i -
t i e s , i d e n t i f y i n g OCC candidates w i t h these q u a l i t i e s , and h e l p i n g 
them t o develop so they w i l l be b e t t e r prepared t o step i n t o execu-
t i v e p o s i t i o n s . 
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Reaching O r g a n i z a t i o n a l Goals 
APPENDIX VI 
SCHEDULE G 
This workshop i s designed f o r s e n i o r management people i n 
the OCC who are r e s p o n s i b l e f o r planning and f o r a c h i e v i n g s i g n i f i -
cant r e s u l t s . I t i n v o l v e s s e t t i n g goals and o b j e c t i v e s , c o o r d i n a t -
i n g r e q u i r e d f u n c t i o n s and a c t i v i t i e s , h o l d i n g i n d i v i d u a l s r e s p o n s i b l e 
and accountable, and e v a l u a t i n g r e s u l t s . 
Planning and Conducting Meetings 
This workshop i s designed to h e l p OCC personnel p l a n and 
conduct meetings i n a manner that gets r e s u l t s and makes the best use 
of t h e i r time. I t would i n c l u d e s e t t i n g r e a l i s t i c agendas, making 
s u c c e s s f u l p r e s e n t a t i o n s , u s i n g a u d i o - v i s u a l equipment, and working 
e f f e c t i v e l y w i t h meeting p a r t i c i p a n t s . 
B alancing the Executive L i f e 
This i s a workshop d i r e c t e d a t h e l p i n g the executive (and 
p o t e n t i a l executive) recognize and keep the important aspects of h i s 
l i f e i n balance: h i s job, h i s h e a l t h , h i s f a m i l y , h i s other i n t e r e s t s . 
This program i s one that should be conducted by a recognized a u t h o r i t y 
i n the f i e l d . 
I t would be d e s i r a b l e to present many of the workshops 
e a r l y i n an i n d i v i d u a l ' s career but t h i s may not always be f e a s i b l e . 
The f o l l o w i n g schedule represents an approach that might be used to 
present workshops at appr o p r i a t e times i n the normal i n d i v i d u a l ' s 
career path. 
Each seminar c o n s i s t s of a group of workshops that could be 
presented i n a three or four-day t r a i n i n g p e r i o d . Seminar I should 
be planned f o r approximately the t h i r d year of employment and succes-




Schedule of Management Workshops 
Legal, 
Seminar Examinations Administrative Corporate, Etc. 
I B-E-G C-E-G C-E-D-G 
II A-D-I A-D-I A-H-F 
III H-F-C H-F-L I-K-L 
IV J-K-M J-K-M J-M 
Management Workshop Code 
A Leadership Style 
B Planning and Organizing the Examination 
C Problem Solving and Teamwork 
D Time Management and Delegation 
E Communications - Overcoming Barriers 
F Communications - Interpersonal Behavior 
G Motivation and Productivity 
H Art of Negotiating 
I Performance Appraisal, Counseling, Career Planning 
J Management Selection and Succession 
K Reaching Organizational Goals 
L Planning and Conducting Meetings 
M Balancing the Executive Life 
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